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De you own 
THESE STOCKS? 


Socony Vacuum Com’! Solvents 
Stand. Oil N. J. Smith-Corona 
Phillips Pet. Pure Oil 

Texas Corp. Bucyrus Erie 
Cont’! Oil Cons. Copper 

Sun Oil Diamond T Truck 
Inters. Dep. S. Nat’l Dairy Pr. 


IMELY comment on these 
aa stocks, including spe- 
cial review of the prospects for 
the Oil Industry, appears in this 
new UNITED OPINION report. 


Send for Bulletin MW -36 Free! 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston, Mass 
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Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A quarterly dividend of $1.0644 on the Con- 
vertible Preference Stock, $4.25 Series of 1935 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION has been declared payabk 
April 1, 1941, to stockholders of record at the 
close of business March 10, 1941. The transfer 
books will not close. Checks will be mailed 





Common Stock, Dividend 

\ quarterly dividend of $1.00 per share in cash 
has been declared on the Common Stock of 
COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable April 1, 1941, to 
stockholders of record at the close of business 
March 10, 1941. The transfer books will not 
close. Checks will be mailed 

JOHN I. SNYDER, Treasures. 


February 27, 1941 


——(i7}—— 


OPENING AN ACCOUNT 


Many helpful hints on trading 
procedure and practice in our book- 
let. Copy free on request. Ask 
for booklet MG-6. 


(iishoim &. (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 
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CONTINENTALCAN COMPANY. lac. 
The first quarter Interim divi- 
dend of fifty cents(50¢)per share 
on the common stock of this 
Company has been declared pay- 
able March 20, 1941, to stock- 
holders of record at the close of 

business March 10, 1941. Books will not 

clase J.B J®FFRESS. JR., Treasurer. 
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important industry for the past three decisive years, in addition to high, low and 
last prices for 1940. 


—AInter pretation and Forecast—Our Interpretive comment and forecasts of the trend of each industry and company 
in 1941 is based on a comprehensive analysis of all essential factors including production readjustments in essential and 


non-essential lines, priorities, price controls and new taxation. 


NEW—For the First Time! We rate every leading company according to its vulnerability to excess profits taxes and higher 
normal taxes—market ratings—working capital—financial strength based on the ratio of assets to liabilities—arrearages on the 
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Background—Present Position—Outlook for Leading 
Companies 

—Comparison of earnings of all leading companies for 1939, 1940 
—and indicated trend. 
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—N. Y. Stock Market and Curb prices for 1940 with graphs of 
fluctuations and volume. 
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TuereE has been much wailing in re- 
cent years over the paucity of new 
capital security financing. Thus, the 
Merchants Association of New York 
observes that the total of such 
financing over the eight years 1932- 
1939 was only $4,763,000,000 or but 
slightly more than in the single year 
1926. 

The inference in such comparisons 
is that we can’t have a major ex- 
pansion in capital facilities without 
a major volume of new capital se- 
curity financing. The two trends 
seemed to go together in the boom 
of the ’20’s. Although talk of the 
“stagnation of private enterprise” 
has died down to a whisper since the 
armament boom developed, previ- 
ously it was widely prevalent—even 
in 1937, when the physical output 
of capital goods equalled that of 
1929 although new capital security 


financing was but a small fraction 
of that of 1929! 

In the first place, a large per- 
centage of the security financing of 
the ’20’s was of such character that 
it did not add anything whatever to 
the physical resources of the coun- 
try. Conspicuously in that category 
were the many billions of investment 
trust and holding company financing. 

In the second place, recent years 
have seen a further accentuation of 
the long-run tendency of private en- 
terprise to finance a larger and larger 
proportion of its capital expansion 
out of depreciation reserves and sur- 
plus earnings. 

But perhaps “little business” is 
stagnating. Let’s see. One way of 
getting at it is to note the total 
number of business enterprises in the 
country and the net gain or decline 
by years. In 1940, according to Dun 





& Bradstreet, the total was 2,160,- 
000, an increase of 44,000 net for 
the year. Only in the years 1920, 
1921, 1923, 1924 and 1925 was this 
gain exceeded. It topped the gain 
of 1926, 1927 and 1928 by a wide 
margin although private enterprise 
was supposed to have been more 
venturesome in those years than 
ever before. In 1929, total number 
of enterprises declined by 30,000, re- 
flecting the crash late in that year. 

Total decline in number of enter- 
prises for the years 1929-1932 was 
253,000. There has been some net 
gain in each year since 1932 and 
total increase for the years 1933-1940 
was 206,000, making up about 80 
per cent of the casualties in the big 
economic hurricane. 

There is plenty of room for criti- 
cism and viewing-with-alarm—with- 
out twisting the record. 
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CELANESE CORPORATION or AMERICA 








Condensed Consolidated Balance Sheet 
December 31, 1940 


Current Assets: Bees 


Cash with Banks and on Hand $29,697,541.67 





Trade Debtors, less reserves. ...... 4,034, 198.37 
ther Accents Gal ABVORCES. .. . oo -oiviscccccsssaccessscees 73,577.34 
——— (Raw Materials, Work in Process, Finished Goods and 

SAE EET ER, s vcccccccsessccsccosvecescnssess 6,113,104.57 
a... rom Celluloid Corporation. . 92,174.90 





EID. Soo npadcucsbeb bee re cen cnsahen ee 40,010,596.85 





Notes and Accounts Receivable—Deferred, less reserve. 484,970.97 
Common Stock of Celluloid Corporation—at cost, less reser 629,991.00 
Other Security Investments—at cost...... .....6.2. 0 eseeeeee 336,060.02 


Land, Buildings, Machinery and Equipment . $55,494.427.09 
(at cost except as to Factory Site stated at 
$200,000.00, ~ amount established in 1922 
Less Reserves for Depreciation and Amortiza- 
l-an656n0h cenwhneanebnoamareuaeennes 13,996,885.79  41,497,541.30 
Pompetd Expenses and Deferred Charges: 
arch and Experimental Expenses, less amor- 


DR. cnn wai vate ssee Tr cubRe aden ene’ 1,139,718.61 
Debt Discount, Premium and Expense, less 
PINS vn cab euwnne seen tsa o as ent aves 1,849,488. 16 
PT Gnictsunshicn tenon ene roukseauiest aes 222,157.12 3,211,363.89 
Patents and Trade-marks—at nominal amount..............++- __ 1.00 
LIABILITIES 
Current Liabilities: 
ENED 6 os ccccnnscessesevessiaeeeneonae $ 1,000,000.00 
Trade and Other Accounts Payable...................+.+2+-- 1,902,938. 12 


able 
Accrued Liabilities (including Bl 670,000,00 Excess Profits Tax) 5,601,399.01 
3% Debentures, due August 1, 1955—Amount to be retired in 1941 100,000.00 


Dividend Payable January 1, 1941... .........0cceeeeeeeeees 288,431.50 
ee I IE in b'o3 sep oocgeuacieanineweees sé 8,892,768.63 
Notes Payable to Banks—in instalments to 1945............-..- 4,000,000.00 


3% Debentures due August 1, 1955, less $100,000.00 in current 
liabilities (Sinking Fund provides for retirement of $16,400,000.00 
be February 1, 1955 in varying amounts at six months intervals) 24,900,000.00 
WONG nso 555 cms nas ere be en hookahs anv she eben tive srcais 321,064.58 
Capi ital Stock: 
uthorized: 
—. Preferred—250, 000 shares, par value $100.00 per share. 
7% Ci First Pa E g Preferred—150,000 shares, 
par value $100.00 per share. 
Common—1,200,000 shares without par value. 
Issued and Outstanding: 
7% Cumulative Series Prior Preferred— 














eee eee eer $16,481,800.00 
7% Cumulative First Participating Preferred— 
ee ee ea eee 14,817,900.00 
Common—1 pAR, TOO GMRTOR. . 60 ogc cccsiccece 1,112,788.00 32,412,488.00 
Surplus: 
Capital...... pds VedmeO Che Seenenceereneesann 3,595,375.74 
SE Soosesepcaburns wove gecroccccsevcccce 12,048,828.08 — 15,644,203.82 
$86,170,525.03 
— 
Cond: d C lidated S of Income 
and Earned Surplus for Year 1940 
PIE ois creck cana otros wee nates ak as oe hie acres $44,510,651.12 
Cost of Goods Sold (including Depreciation $2,272,110.43)....... 29,561,827.91 
I Rs gcc cs nies sab aneess onesie ne nus 14,948,823.21 
— Administrative and General Expenses 3,710,297.35 
DE I IE oso noses rsa ses ccnssasnsscestocnse 11,238,525.86 
Other Income (including $5,909. 00 settlement on account of Patents) 72,496.76 


11,311,022.62 











Income Deductions (including interest of $657,816.38)........... 842,889.16 
Net Income before Federal Taxes on Income............. 10,468,133.46 
Federal Taxes on Income (including $1,670,000.00 Excess Profits Tax) 4,091,237.28 
SE EE ok ci- pn cwehcnnvnpecnscesnaprennsetsass 6,376,896.18 
Earned Surplus (since December 31, 1931) at beginning of year. . . 9,944,420.43 
16,321,316.61 
Deduct: 
Cash Dividends: 
Common Stock—$1.25 ee $ 1,307,035.25 
7% Cumulative Series Prior Preferred—$7.00 
PUGS nia sawn ace cnba tie miae es 1,153,726.00 
7% Cumulative First Participating Preferred, 
including articipation—$9. 72 per share. . 1,440,299.88 
Common stock dividends to Common stock- 
holders—3 dividends equivalent to approx- 
imately 814 shares for each 100 shares held 
pk Se eer 371,427.40 4,272,488.53 
Earned Surplus at end of Year ($4,192,154.31 of which is subject to a 
a) of 10% es dividend, $419,215.43,. when 
ERUDRSSEKONS 6 ONEECOSP SELES SOR SEOS SREDESRESEDE OS $12,048,828.08 
CELANESE CORPORATION OF AMERICA 
We have ined the condensed consolidated financial of Celanese Corp 


of America and its wholly-owned subsidiary companies for the year ended December 31, 
1940 and, in our opinion, they present fairly the position as at December 31, 1940 and the 
results of the operations for the year, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


New York, N. Y., January 29, 1941 Peat, Marwick, Mitcue.t & Co. 





AND WHOLLY-OWNED SUBSIDIARY COMPANIES 





HE ACCOMPANYING FINANCIAL STATEMENT 

C * seb the position of Celanese—ex- 

pressed in dollars and cents—at the close of 
the year 1940. 


The figures tell only part of the story. Be- 
hind the figures stand more than twenty years 
of pioneering in the modern chemical devel- 
opment of the textile industry. The progress of 
the Company rests on continuous research— 
research for broadening the application of pres- 
ent products to new fields—research towards 
creating new scientific horizons. 

Celanese keeps abreast of the times, fully 
prepared to serve the country’s needs to the 
fullest possible extent. 





Summary of 1940 Operations 
CONSOLIDATED OPERATIONS for 1940 resulted in 
net income, before Federal taxes, of $10,468,133 
—a new high record. After provision for Federal 
income and excess profits taxes, net income for 
the year amounted to $6,376,896, equivalent, 
after regular and participating dividends on the 
preferred stocks, to $3.38 per common share. 

The tax provision for 1940 is $5,424,954— 
equal to $4.87 per common share—compared 
with taxes of $2,363,782 in 1939. Federal taxes 
on income require $4,091,237 for 1940 compared 
to $1,660,236, for 1939. Included in the 1940 
provision is $1,670,000 for excess profits taxes 
which it is believed may be more than is required. 
The Company’s total tax bill was more than 100 
per cent. greater than in 1939 and was equivalent 
to 85 per cent. of the year’s net income. 

Volume of business reached a new high level 
in 1940. Net sales totaled $44,510,651 against 
$35,478,947 in 1939, an increase of 25 per cent. 
This improvement represented normal expansion 
of new and widening fields for the Company’s 
products. 

TheCompany acquired additional cash resources 
of more than $13,000,000 as a result of financ- 
ing carried out during the year. These resources 
will be available for increasing the productive 
capacity of the Company’s plants. 

A further reduction in interest rates on the 
corporation’s indebtedness was accomplished in 
1940. A new issue of. $25,000,000 of 3 per cent. 
debentures was sold to the public, and $5,000,000 
of serial bank loans were arranged at a rate of 
1% per cent. In addition to providing new longer 
term capital, this financing retired outstanding 
3% per cent. debentures and bank loans bearing 
interest of 244 per cent. 


* * * 


This booklet, "Celanese—The Leading 
Force in the Chemical Revolution in 
Textiles”, outlining the influence of the 
Company in the progress of the industry 
and describing a few of its many prod- 
ucts, will be sent to you upon request. 


THE LEADING tone on 


Te CHEMICAL » 


tur; 
10M IM Taxtives 











E. ive and Main Sales Offices: 180 MADISON AVENUE, New York City, New York 














628 THE MAGAZINE OF WALL STREET 























ET 








THE MAGAZINE OF WALL STREET 


C. G. Wycxorr, Publisher : 


LAURENCE STERN, Managing Editor 





The Trend of Events 


PROFITEERING ... Is there any profiteering on national 
defense work? Of course there is—but not in industry. 
Business—and especially Big Business—can not profiteer 
on armament orders even if it tried to, because the 
Government controls the prices paid, because the Gov- 
ernment recaptures a large portion of the increased pro- 
fits through taxes and because the proportion of earnings 
thus taken back will assuredly be increased with each 
year that the defense emergency lasts. 

But organized labor—sacred cow of American politics 
—is doing plenty of profiteering. It is taking blatant 
advantage of the armament activity to hijack increased 
wages out of armament plants and, in many instances, 
to extract exorbitant initiation fees out of men who 
must join unions to get jobs. Who actually pays the 
bill? Our generous Government—the same Government 
which forces workers to join unions but thereafter leaves 
them to the tender mercies of union leaders who have 
more arbitrary power over their livelihood than any 
industrialist ever had. 

We are told that speeded defense is urgently important 
—but inexcusable strikes in defense plants are lamely 
excused. Recently one of the most modern plants of the 
Bethlehem Steel Company was closed by strike. Among 
the demands of the strikers were closed-shop union 


recognition and a 25 per cent increase in wages, according 
to the newspapers. Among the remedies for this situa- 
tion suggested at Washington was that the Government 
“take over” the plant. 

In the latter event, what would happen? The owners 
in due time would get judicially determined recompense, 
present managers would be “drafted”—and the workers 
would be public employees, without the right to strike 
and with public opinion up in arms against fat wage 
increases at direct public expense. No doubt organized 
labor does not want Federal regulation of any kind—but 
wittingly or not, it certainly seems to be asking for it. 
Settlement of this strike does not end the threat. 


FIRST THINGS FIRST... There is a very considerable 
danger that in trying to do too much in the national 
defense program we shall succeed in doing too little, too 
late. Our vital interests will be safeguarded in infinitely 
greater degree by the preservation of the British Empire 
this year than by the mechanized army we shall have 
in 1942 or the battle fleet we may have by 1946. 

The British most urgently need—and need now—long 
range bombers, long range patrol aircraft and light naval 
vessels for protection of convoys against Nazi submarines. 
Equally urgent is their need for merchant ships. 
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Obviously, then, these needs should have absolute 
priority. If more of the most urgently needed types of 
aircraft can be produced by deferring for six months or 
so production of less urgently needed types, why not 
do it? If more destroyers, corvettes, torpedo boats and 
cargo ships can be completed in the next three to six 
months by temporarily deferring work on planned heavy 
Navy ships that can not in any event contribute to our 
defense for a long time to come, why not do it? 

The Battle of England in all probability will be fought 
to a decisive answer this year and quite possibly within 
the next few months. Call it war or not, the cold fact 
is that we have taken our stand with England, we have 
taken our stand against the Axis. Failure to throw our 
utmost, effective weight into the balance with the maxi- 
mum possible speed would now be the height of national 
folly. And our utmost effective effort over the short 
term can only center in the types of aid listed above. 

We have talked a lot about all-out aid, but it is not 
actually all-out and it is not grimly realistic. The first 
thing is to put first things actually first, then concentrate 
manpower and machine-power upon them to the real 
limit of capacity and endurance. That is what the Eng- 
lish are heroically and cheerfully doing. That is what the 
dictator-ridden Germans are doing. Are we equal to it? 
Or will we continue to jog along—squabbling over prices, 
wages, hours of work, profits, taxes, fiscal policy and 
what not—when a desperate sprint in production is 
called for? When—and only when—England is secure 
can we slow down and catch our breath. 





INSURANCE CONTROL... The SEC urges “limited” 
Federal supervision over legal reserve life insurance com- 
panies. Whether Congress will agree we don’t know—but 
the trend of the times, for good or ill, seems to be toward 
more and more Federal supervision of almost everything 
and the bureaucratic controls generally become less and 
less “limited” as time goes on. 

-A significant extract from the SEC monograph is as 
follows: 

“An ever increasing amount of the country’s savings 
are flowing to life insurance companies, which are in 
effect sterilizing the savings funds received and prevent- 
ing them from flowing into new enterprises or undertak- 
ings where the element of venture or risk is present. 
Thus the small business man or average industrialist is 
denied access to this more important capital reservoir. 
The life insurance companies on the other hand are 
finding themselves unable to put their funds to work 
and yet are clinging to the notion that investment in 
bonds is the only road to safety. 

“Unless the life insurance companies can find methods 
by which the funds flowing under their control will be- 
come available for the stimulation of new enterprises 
and accessible to the small and medium-sized busi- 
ness man and by which investments in common stocks 
will become more prevalent in order that industrial enter- 
prise may not become over-burdened with debt, consider- 
ation will have to be given to the extent to which insur- 
ance companies may longer monopolize and dictate the 
direction of the flow of savings of the people.” 


Well, now, this brings up an arresting question. Is it 
the primary function of life insurance to supply capital 
of any kind—especially venture capital—to enterprise, 
whether large or small? Or is the primary function to 
protect the insured individual and his dependents, with 
prudent investment of the insured savings merely the 
means to this end? The state controls which rigidly 
circumscribe life insurance company investments have 
always up to now been based on the latter concept. If it 
were left to the policy holders who supply the savings. 
they would unquestionably favor keeping the risk factor 
in life insurance investments to a minimum. It does not 
make sense for the Government to restrict investment of 
venture capital by the individual capitalist with a stiff 
capital gains tax, then demand that insurance companies 
do the speculating. 


LABOR'S SHARE... Philip Murray, president of the 
C. I. O., has invented a new and curious argument for 
higher wages. He observes that in 1940 the profits of 
General Motors equalled $977 per employee; American 
Telephone, $528 per employee; Standard Oil of New 
Jersey, $2,000; United States Steel, $420; du Pont, $2,220; 
and General Electric, $826. 

“Is this a fair economic system?” is Mr. Murray’s 
rhetorical question. 

Suppose Mr. Murray, free American citizen, invents a 
highly mechanized technique for turning out a superior 
and commercially marketable product. Suppose Mr. 
Murray invests $500,000 of his own savings in plant 
and equipment and hires 50 workers to man the machines. 
Suppose the plant nets $500,000 a year. That is $10,000 
per employee. 

Obviously, the success of the enterprise does not e- 
pend on the 50 employees. Mr. Murray could have hired 
50 tall men or 50 short men or 50 thin men or 50 plump 
men and got the same result. Have the employees a 
moral claim—they, of course, have no legal claim—to the 
profits created by Mr. Murray’s inventive genius, man- 
agerial ability and invested capital? 

And if we accept the principle that employees of an 
enterprise have a vested right to a portion of its profits 
in good years, why is not the same principle valid in 
reverse? There are years when a majority of all enter- 
prises lose money. Suppose wage rates per hour were 
automatically reduced in proportion to a United States 
Steel Company deficit. How “fair” an economic system 
would Mr. Murray consider that to be? This company, 
for example, lost $38 per employee in 1938; $114 per 
employee in 1934; $212 per employee in 1933; and $450 
per employee in 19382. 

What would Mr. Murray consider a “fair” deal for 
the equity stockholders of this company? Over the past 
ten years they have received total dividends of only 
$71,809,000. Over the same ten years the company has 
paid to employees more than $2,800,000,000. Thus the 
equity dividends were only some 2.6 per cent of what 
employees received. Applying Mr. Murray’s figuring 
method, this works out to an average annual dividend 
per equity stockholder of less than $35. Is it a fair eco- 
nomic system? Investors are beginning to wonder. 
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As 9 Soo Jt! 


BY CHARLES BENEDICT 


THIS PSYCHOLOGICAL WAR 


= 1939 we were obliged to judge Mussolini; Hitler 
and Stalin by the claims of their propagandists. In the 
past year we have learned to know them by their works. 
They are good poker players who have thus far out- 
bluffed their opponents. 

As agitators and organizers of subversive movements 
they are diabolically efficient, so much so that a highly 
developed fear psychosis has enabled Hitler to carry his 
two weaker partners. 

As Empire-builders they are all proven failures—de- 
feated by their own destructive psychology. Empire- 
building calls for a different kind of thinking—for con- 
structing, rather than looting; for wisdom, rather than 
ranting; for tolerance, rather than intolerance; for all 
the elements that make a leader the just dispenser rather 
than the scourge of mankind. 

Mussolini may not only cost the Italian people their 
Empire, but their freedom as well, although at the be- 
ginning he had won their love as the grand patrone. 

Hitler has short-circuited the spiritual growth of the 
German people and produced a new race of brutal 
gangsters. The coming generation will further degen- 
erate due to the destruction of the institutions of science 
and culture. Every German who loves his country 


should pray for the defeat of Hitler who has done so 
much harm to the German race. 

The end of Stalin is not yet, although his ineptness in 
the Finnish campaign would have cost any other Rus- 


sian Commander-in-Chief his head. His inefficiency and 
lack of executive capacity in organizing his country 
economically is absolutely appalling. 

And yet it is such as these—living off the fat accu- 
mulated by previous generations—who prate about the 
inadequacy of democracy, which, fallible though it is. 
leads with such shining examples as the United States. 
and the British Empire which has managed to remain an 
entity because of its understanding of constructive psy- 
chology, of economics and of government. Compare this 
with the terroristic and degenerate overlordship which 
Hitler is seeking to install. 

It is clear that experience in political subversion does 
not equip one for the task of administering a government 
with all its ramifications, economic and social. All three 
dictators were minority leaders. 

Mussolini came to power as a result of a fluke of 
fate. The leadership just fell into his lap when he was 
used as a substitute to lead the march on Rome. 

Hitler was elevated to the heights by industrial and 
financial bigwigs in a battle to prevent the rise of Com- 
munism in Germany. 

Stalin came to power when, by intrigue, he lifted the 
torch where it had fallen from Lenin’s dead hand, and 
used it for the purpose of establishing tyranny. 

It is the mystery with which they surrounded them- 
selves that enabled them to succeed so well. Mussolini 
was shown up when British (Please turn to page 676) 
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Transition Phase for Securities 


Further creeping rally appears likely but anticipation 
of a major German drive against the British Isles 


this spring or summer is a powerful market obstacle. 


We would not reach for equities on any upturns. 


BY A. T 


" 
= the double-bottom lows of February 14 and 19— 
at 117.66 and 117.94, Dow-Jones industrial average— 
the market has come through with a slow-motion rally. 

By the middle of last week, however, the upturn had 
run into resistance just under the 123 level, where there 
had been a 10-day period of narrow trading-shelf fluctua- 
tion in the forepart of February. Volume has averaged 
under 400,000 shares a day over the past fortnight. This 
is written after five sessions of moderate recession. 

In a low-volume market no great confidence can be 
placed in the day-to-day technical indications; but, sub- 
ject to this qualification, the odds appear to favor mod- 
erate extension of the creeping rally. Since the total de- 
cline in the industrial average from January high to 








. MILLER 


February low was 16 points, with only nominal upward 
reversals, and since that mark-down made considerable 
psychological allowance for unfavorable war contingen- 
cies which may or may not develop, a recovery of some 
7 to 10 points—or to the range 125-128—can certainly 
be accepted as a possibility. 

But for weeks the market has demonstrated an in- 
clination to respond more positively to disturbing news 
than to favorable news; and the performance of the past 
fortnight does not provide adequate evidence either that 
investors and traders have put aside their dark glasses 
or that at recent lows the market had wholly immunized 
itself to war shocks. 

Hence we reason that adverse or disturbing war news 

could nip rallying tendencies in 
- the bud, but that rally above 
the 128 level would probably 








require the help of more dy- 
namically favorable war news 
than we have any basis for ex- 
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pecting over the near term. If 
this view is correct, the alterna- 
tives are a quite limited recov- 
ery, a trading range stalemate or 
reaction through the February 
lows in the averages. None of 
these, of course, can justify un- 
qualified bullishness. 

To keep the record straight. 
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it is pertinent to summarize 
here the position we took in this 
space two weeks ago. We said 
that while we had no positive 
conviction whether the indus- 
trial average would continue to 
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hold above the 1940 spring low. 
we believed that under the 118 
level enough: allowance would 
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to justify partial longer term 
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funds on a selective, scale-down 
basis. ee aa 





We recommended that one- 
third of available buying power 








be so utilized and that two ‘0 — 





thirds of such commitment 
should be in medium grade pre- 
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ferred stocks and bonds. In 
addition, we advised purchase of 
three out of a selected list of 
ten common stocks featured in 
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our issue of January 11—Cruci- 
ble Steel, Baldwin Locomotive 


and New York Shipbuilding. po” —.— iby —|--0 
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decisively under recent lows, but 











that also can not be forecast. 

Our technical measures reveal beyond question that 
demand for equities is very small at the present time. 
In fact, on balance it has been a low-volume market 
throughout the 20-point decline in the industrial aver- 
age from November high to mid-February low—light 
volume of liquidation exceeding still lighter volume of 
demand. Thus the tail tends increasingly to wag the 
An overwhelming majority of investors are doing 
literally nothing—being unable to arrive at any judg- 
ment on the shape of things to come—while aggregate 
values are marked down or up by billions of dollars on 
transactions representing a smaller percentage of total 
shares listed than ever before. 

The “thinness” of the market is due only partly to 
Federal regulation. It was war uncertainty and tax 
uncertainty which restricted 1940 turnover to only some 
14 per cent of total listed shares on the Stock Exchange, 
against 18 per cent in 1989—the market, of course, being 
subject to the same regulation in both years. February 
transactions of about 9,000,000 shares represented the 
smallest volume for that month since February, 1915, 
when— a few weeks after war-time reopening of the 
Exchange—volume was 4,343,000 shares. 

But there were only 511 issues listed in February, 
1915, against 1,228 now. Relative to total shares listed, 
volume is even lower now than then. Investors in Feb- 
ruary, 1915, were frozen into inaction because of inability 
to calculate the course of the war and its economic and 
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financial consequences. If anything, they have less 
basis for calculation today, more fundamental reason 
for doubt and foreboding regarding the financial conse- 
quences of this war. 

The two things uppermost in the minds of investors 
and traders are: (1) the widely predicted all-out Nazi 
assault on the British Isles; and (2) the quickening tran- 
sition in the United States to a war economy, with its 
inevitable implications of tightening controls. 

If we assume a long war, with the balance of probabil: 
ity increasingly against a full German victory, we be- 
lieve it could be logically reasoned that this year’s tax in- 
creases and economic controls have been fully discounted 
by the market—which is by no means to hold that the 
ultimate impact of future tax changes has been allowed 
for, as we can expect tax increases every year that the 
defense emergency lasts. 

But in relation to the market’s status between now and 
summer, we think there can be slight doubt that war 
developments will be by far the most dynamic factor. 

It would surely seem sound to hold that a major Nazi 
effort to subdue England—even if it involves large, 
though not decisive, British losses—has been substan- 
tially discounted after the many months during which 
everybody has been looking forward to this test. 

The German attack itself, however, is not the ques- 








tion. The vital question is whether it will succeed or 
fail. Nobody can give a guaranteed answer and none 
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can know the degree to which optimistic forecasts by 
the majority of military experts are colored by wishful 
thinking. Our own opinion is simply that England has 
a better chance than she appeared to have last autumn. 
Yet the net effect of all conjecture on this point is merely 
to emphasize the uncertainty—and in the face of that 
uncertainty—the burden of proof that the worst has been 
seen is clearly on the market. 

Assume for the moment that the Germans not ouly 
make a major drive against the British Isles but that 
such drive is successful—meaning that the center of 
resistance to Nazi expansion shifts to the United States, 
aided by the British dominions and by what is left of 
the British fleet. Is that contingency discounted by the 
current stock price level? We doubt it very much. And 
what the ultimate bottom would be, we don’t know. It 
might be 100, Dow-Jones industrial average or lower. 

But on the other hand, there are less frightening alter- 
natives. The Germans may make their major effort 
to smash Britain—and fail disastrously. In that case 
the marked easing of the present fear psychosis would 
permit a large measure of recovery in equity values, 
for, regardless of the precise levels of earnings, equity 
prices are always in large measure a state of mind. 

For example, United States Steel earned less than &3% 
per share in 1936 but sold as high as 79%. It is priced 
now around 58, although at a minimum it can probably 
earn $7 a share this year even if both taxes and wage 
costs are increased as much as the more gloomy prophets 
are predicting. 

There is still another alternative, however, and we 
are inclined to think it more probable than a spectacular 
spring effort of the Germans to invade England. It is 
intensified Nazi blockade of England by aircraft, sur- 
face ships and submarines, with simultaneous increase in 
bombing of English cities and production centers. If 
we can judge by results to date, air attack alone on 
England has no great chance of winning a decisive vic- 
tory. It would be merely part of the “softening up” 
effort, probably secondary to the drive against English 
shipping in potential effectiveness. 

The point we make is that a protracted effort to 
“soften up” British resistance quite likely will precede 
any effort at actual invasion. If these essential pre- 
liminaries to invasion fail in their objective, then the 
odds against successful invasion will remain most for- 
midable. 

Suppose, then, the spring months bring an intensified 
German campaign against England but not a decisive 
break in the present stalemate. In that case, it is not 
improbable that a nervous and cautious stock market 
would alternate between periods of hope and fear, with- 
out sustained trend either way. 

Common stocks will, of course, be a buy when and if 
the grand strategy of the war turns definitely in favor of 
our side; or when market action indicates by stubborn 
and more than temporary resistance that the worst—a 





major English disaster—has been fully discounted. Since 
no one can forecast either of these possible changes in 
terms of timing or price levels, the compromise policy— 
leaning heavily toward liquidity for a major portion of 
available funds—which we outlined a fortnight ago and 
repeated in the forepart of this article has much to rec- 
ommend it. 


—Monday, March 3. 
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The Future of Business 


Post-War Depression Inevitable? 


BY LAURENCE STERN 





em people—as a nervous and gloomy stock 
market shows—are worried about the course of the war, 
the cost of the war and the end of the war. 

They know that a record high volume of industrial 
production is guaranteed as long as the Government’s 
huge defense spending continues, but they recognize that 
war-boom profits are in large measure illusory. 

They realize that in two ways we must soon begin 
to pay an increased proportion of the current cost of 
the defense program: (1) by increased taxes; (2) by 
curtailment of some types of civilian consumption as 
manufacturing facilities of various durable goods indus- 
tries are diverted more and more to armament work. 

They know that the tremendous armament spending— 
unlike private capital enterprise—is not self-sustaining 
or reproductive. On the contrary, the warships, air- 
planes, tanks and other implements of defense will be a 
dead weight. They will yield no tax revenues; they 
will not carry their own operating costs; they will 
not provide for their own replacement. Hence the pro- 
gram will stimulate business activity and employment 
only as long as the Government keeps on pouring 
out the money. 
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They don’t know whether the end of the war is far 
ahead or relatively near, but in the backs of their minds 
very perplexing questions are shaping up: Where will 
we be when this thing ends? Has not every great war 
in the past been followed by a devastating depression? 
Can continued Government spending—with the empha- 
sis shifted from armaments to public works—prevent 
such a depression? Can there be any end to this increas- 
ingly chronic reliance upon the stimulant of public spend- 
ing, short of a breakdown of the Federal credit or forced 
acceptance of State Socialism? 

We can rationally explore the possibilities, although 
to give precise answers to all questions is manifestly 
impossible. 

The character and scope of the post-war economic 
adjustments will, of course, relate largely to the char- 
acter and scope of the war-time mal-adjustments and 
distortions. The latter necessarily will be conditioned 
by (1) the duration and intensity of our defense effort: 
and (2) the methods we employ in organizing and 
financing the effort. 

To begin with, however, a brief review of our World 
War and early post-war experience of a quarter of a 
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century ago is pertinent to any consideration of our 
present problems. 

The end of the World War did not bring an immedi- 
ate nose-dive in business activity, commodity prices or 
financial markets. On November 9, 1918, last trading 
day prior to the Armistice, the stock market (Dow- 
Jones industrial average) stood at approximately 88. 
Within the next three weeks it receded gradually to 
about 80. Then it held within a 5-point trading range 
for three months, but from February to November, 1919, 
advanced from a low of 79 to high of 119 or by more 
than 50 per cent. 

Wholesale commodity prices averaged 136 for October, 
1918, receded less than 5 per cent over the next four 
months, then advanced by May, 1920, to peak of 167 in 
the culminating post-war phase of the price-wage infla- 
tion set off by the war. 

Industrial production (Cleveland Trust index) was 
108.5 in October, 1918, receded in the next seven months 
to 94, then advanced for nine months to 112.1 in 
February, 1920, in the final upswing before the rela- 
tively short but severe inventory-price depression of 
1920-1921. 

Had there been no top-heavy price and inventory 
structure to be deflated, it is very likely there would 
have been no early post-war depression. As it was, the 
wholesale price index skidded down from 167 in May, 
1920, to 91 in January, 1922, or by 45 per cent; while 
industrial production maintained a depression trend for 
about fifteen months, dropping from 112.3 in January, 
1920, to 73 in April, 1921, or by about 35 per cent. 

Excepting for the relatively short price-inventory 
adjustments, we came out of the World War with vari- 
ous factors favoring major economic expansion. In the 
first two post-war years, 1919 and 1920, exports at 
around $8,000,000,000 a year were larger than in the 
actual war years; and, although sharply reduced there- 
after, throughout the early 1920’s the total ran far above 
the pre-war levels as we used our newly won creditor 
position partly to finance European reconstruction and 
our foreign trade. 

A great housing shortage had accumulated and popu- 
lation growth, including immigration, was rapid. Thus 
the post-war setting was favorable to the beginning of 
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a long advance in residential construction. 
roads, coming out from Federal operation, 
major physical rehabilitation. 

Moreover, several new or relatively new industries of 
major importance were ready to begin dynamic growth, 
including the vast automobile industry, the electric 
utility industry, the chemical industry, the radio indus- 
try and the motion picture industry. 

We had, after the 1920 election, a conservative, pro- 
business Government and tax policies which encouraged 
productive investment and speculation. The war-time 
credit inflation had left the country with a greatly 
expanded supply of investible funds. In every respect— 
economic, financial, psychological—completion of the 
1920-1921 inventory-price adjustments left the road 
open to the long industrial boom which over the eight- 
year period 1922-1929 saw production average above 
“statistical normal.” 


Price Adjustments 


In the present situation there is good ground for 
confidence that a serious price inflation can be avoided. 
In Government there are far greater powers of control 
than formerly. In Government and business there is 
greater knowledge of the dangers of excess that must 
be guarded against. For a variety of reasons, the spirit 
of speculation in anything—prices, inventories, real 
estate, securities—is at low ebb. Thus, while some 
inventory adjustment may be necessary after the war 
and armament stimulus has stopped, it is improbable that 
the problem will be of the dimensions of that of 1920. 

Some important shortages in the civilian economy will 
have accumulated, chiefly in housing, consumers’ dur- 
able goods—headed by automobiles—and capital facili- 
ties needed for civilian production. How large this 
aggregate reservoir will be can not be forecast. It 
depends partly upon the duration of the defense emer- 
gency, partly upon how much non-essential consump- 
tion is curtailed by diversion of producing resources to 
armament work and by diversion of public purchasing 
power into the hands of the Government through taxes 
and sale of saving bonds. 

If, after this vear, there should be a major curtail- 
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ment in residential building and in consumers’ durable 
goods for a year or two there would be that much latent 
demand stored up. To the extent that savings of 
individuals are channeled into Government bonds, in- 
stead of housing or durable goods, there will be that 
much purchasing power stored up for future use. 

While it is never possible to foresee what new indus- 
tries may lie just over the horizon, it is certainly diffi- 
cult to imagine any which could match the aggregate 
stimulus provided by growth of the automobile, electric 
power, radio and motion picture industries in the ’20’s. 
Nor, in the post-war world, can we expect railroad capital 
expenditures on the order of those of the ’20’s. Private 
non-residential construction will assuredly be smaller 
than in the years following the World War and smaller 
than at present. 

Most conjectural of all is the matter of post-war for- 
eign trade and the part the United States will play—if 
any—in the physical reconstruction of the war-ravaged 
areas. The needs will be there. And we shall have a 
vast hoard of idle gold that could be put to use in for- 
eign loans. But unless we were willing to accept im- 
ported goods in the servicing of such loans, extension of 
them would represent throwing the money away just 
as did so much of our foreign lending of the ’20’s. More- 
over, speculation on this point is quite futile today since 
we can have no idea of the character of the peace. 

Again we shall enter a post-war world with a greatly 
inflated supply of investible and spendable money in the 
form of bank deposits of corporations and individuals. 
If it were ever spent and invested at anything approach- 
ing the turn-over rate of 1922-1929 it could readily 
finance a vast business activity for many years to come. 
But the capitalist money supply—as we have seen con- 
clusively demonstrated in recent years—is merely an 
accessory factor in economic activity. A company can- 
not build a new factory without money, but it does not 
build one just because it has money in the bank. You 
cannot invest in a new security issue through which 
some concern seeks expansion capital unless you have 
investible funds, but having such funds will not auto- 
matically induce you to make the investment. 

After this war will there be as much economic opportu- 
nity and financial inducement 


cause semblance of orthodoxy can be maintained in tax 
and borrowing policies. To the extent that taxes are 
raised over the next several years—and they will be raised 
substantially—rate of debt rise will be limited. To the 
extent that savings are increasingly tapped in Federal 
borrowing, additional bank deposit inflation will be 
limited. 

Assuming that the defense emergency ends some time 
within the next one to five years, in the writer’s view 
any resulting post-war crisis for this country will be 
economic rather than financial. That is to say, the ques- 
tion of ultimate crisis in Federal credit and the question 
of the ultimate degree of State domination of the econ- 
omy will probably not be answered within this time span. 


Permanent Armament Spending? 


In Washington official thought has already turned to 
ways and means of meeting the immediate post-war 
emergency. More spending and lending is the idea and 
virtually the only idea: public works instead of arma- 
ments. 

Of course, it cannot be as simple as it sounds. Just as 
it takes a considerable period of time to organize a vast 
armament program, so it will take time to get any large 
scale public works program going. Mechanics making 
tanks in Detroit cannot overnight be set to building dams 
in Arkansas. 

But, regardless of the character of the peace, any 
notion that armament production will suddenly come 
to a dead halt the moment the war ends is, of course, 
fatuous. The peace may be of such kind that we will be 
forced to maintain tremendous armaments indefinitely. 
And even if our side wins a conclusive victory in the war, 
we may in future assume so positive and dynamic a role 
in world affairs that we could not do ether than 
back it with great and permanent military might. Par- 
tially built warships will not be abandoned on the ways. 
And continued progress in design will call for large re- 
placement volumes in aircraft, ordnance and mechanized 
army equipment. 

And even if there were no other reason, armament 
production would be (Please turn to page 676) 





for the productive investment of 
private capital as there was fol- 





lowing the World War? Regret- 
fully, the writer must express the 
opinion that there will not be. 


ANE INFLATION PEAK 








Whatever the resulting long- 
run transformation in our finan- 
cial-economic system and in the 
relationship between private en- 
terprise and the State, there is 
clearly no end in sight to large 
scale Government spending, to 
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domination of the business cycle 
by such spending and to Federal 
control of the money market. 
The rise in Federal debt very 
likely can be successfully ration- 
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The $65.000.000.000 Debt Limit 


a has just voted a debt limit of 
sixty-five billion dollars, an unprecedented 
figure, some 19 billions above the present 
debt, a figure which seemed fantastic and 
alarming a few years ago when President Roosevelt said 
an unidentified banker told him the country could stand 
a debt in the neighborhood of 70 billion. 

This limit will be reached, the Treasury estimates, by 
the end of the next fiscal year, June 30, 1942, and with 
new British credits piled on top of our own defense 
effort the figure may be reached about a year from now. 

A debt of $65 billion averages out to $500 for every 
man, woman and child in the United States, as against 
a per capita of about $377 today. This means that next 
year everybody will owe the government $500, and until 
he pays it, or his neighbor pays it for him, he or his 
neighbor will pay interest on it. He will pay it in taxes, 
taxes over and above what it takes to run the govern- 
ment each year. 

Can the nation stand such a debt? The answer is, 
it will have to. It is too late for theoretical discussion, 
for no matter what the course of the war or what new 
taxes Congress imposes during the next 12 or 18 months, 
the debt is certain to reach the $65 billion mark within 
a year and a half or less. Some may say that a few years 
ago we were told a debt of $40 billion would bring 
uncontrolled inflation and national bankruptcy; now we 
have a debt of $46 billion and these things have not 
happened; why can’t we take $65 billion or more in 
our stride? 

Bankruptcy comes when we can’t borrow any more 
money, can’t pay our debts, can’t even pay interest on 
our debts. Governments can avoid bankruptcy for a 
long time by various fiscal devices which all add up to 
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issuing fiat money—unsecured promises to 
pay. This government did it after the 
Civil War and it took a generation to get 
us back on our feet. Post-war Germany did 
it and went completely bust. When people begin to 
doubt that the government can pay all it has promised, 
its promises—money—become worth less in terms of 
goods, and we have inflation. The U.S. government is a 
long way from that kind of inflation. 

There are many types, causes, and definitions of infla- 
tion, but reduced to its simplest terms, inflation means 
rising prices caused by a situation wherein people have 
more money to spend than there are goods to buy, or, 
stated the other way around, there are not enough goods 
to supply all purchasers. When the government borrows 
money it immediately spends it for something, which 
means that a lot of people have more money to purchase 
the nation’s output of goods. This is an inflationary 
trend. Spending tax money would work the same way 
except that taxes take an equal amount out of the 
national income somewhere, and the two offset each 
other. But there is always a time lag between the bor- 
rowing and the spending, and when the government 
borrows from banks it leaves the money on deposit for 
some time, and the banks can use this, as well as the 
collateral of their new government securities, to make 
loans which constitute purchasing power in the hands of 
the borrowers, which is a further inflationary factor. 
Extensive government borrowing from banks in the last 
few years is one of the reasons why banks have so 
much money to loan today, and the reason this has 
not caused inflation already is because many people, 
for one reason or another, have not cared to borrow 
very much. 
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But now the government is going to borrow another 
15 or 20 billion in the next year or so, and the banks will 
have even more money to loan, and a lot more people 
will have a lot more money to spend, and factories will 
be busy with war orders to there won’t be so much 
production of the things people want to buy. Will that 
mean inflation? It would, by itself, as it did in 1917-19. 
But by steering a careful course the administration can 
use other means to prevent inflation; it is aware of the 
dangers and is taking steps which, it is hoped, will avoid 
this dire consequence of the debt. 


Shift in Borrowing Methods 


In the first place, borrowing methods are being 
changed. Some money will have to be obtained from 
banks, but as much as possible will be got directly from 
the savings of individuals, thus reducing their purchas- 
ing power. New types of bonds will be issued, adapted 
to families with small and medium savings, even savings 
stamps which can be bought for a fraction of a dollar 
and accumulated until they can be turned in for a cer- 
tificate or a bond, and a big campaign will be put on 
to get people to buy them.’ In the second place, the 
new taxes voted last year and being collected for the first 
time this month, plus the additional taxes which Con- 
gress will impose shortly, will further cut down the pur- 
chasing power of the nation as a whole. And there will 
be more taxes this year, certainly totaling $1 billion, 
possibly considerably more. The Federal Reserve Board 
has suggested other monetary means for preventing infla- 
tion, and while they have not met much response in 
Washington they can and probably will be used when 
danger signals become more evident. 

Besides monetary means, the government has other 
devices and plans for preventing price increases—price 
increases being the normal result when there are more 
buyers than goods. If necessary there will be legislation 
for government price-fixing, but at present prices are 
being kept pretty well in line by various means available 
to the Defense Commission, particularly the blunt lan- 
guage and fast action of Commissioner Leon Henderson. 
The ways and means are devious but they promise 
results, and the government will insist that any increase 
in prices must be justified by an increase in cost beyond 
the control of the person who raises the price. If prices 
can’t go up, then we can’t have inflation no matter how 
much the shortage of goods in relation to purchasing 
power. We won’t have queues of people standing in 
front of half-stocked stores waiting a chance to buy a 
daily ration of necessities, but the government will find 
ways of preventing the kind of inflationary buying sym- 
bolized by the laborer’s silk shirt of the world war period. 

As heavy government borrowing increases, interest 
rates may rise somewhat, particularly if potential lenders 
can find some other use for their money. Within limits 
the government has ways of influencing interest rates, 
and it will try to keep rates down during the initial heavy 
borrowing and until most of the new defense plants are 
built. But after a while the banks, individuals, insurance 
companies, trust funds, and other investors will con- 
clude that they can make a little better return without 
too much risk by investing in something else than gov- 
ernment securities or that it is better to spend instead 
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of to save, and then government bonds will go begging 
until higher interest rates are offered. A generally higher 
level of interest rates, of course, is a deterrent to infla- 
tionary business expansion and debt incurment, and 
should be welcomed, if not engineered, by the economic 
planners if it comes at a time when other factors are 
heading toward inflation. While interest rates should 
stiffen a little during the next year, there is little likeli- 
hood that they will increase enough to embarrass govern- 
ment borrowing until the debt approaches the $65 bil- 
lion limit. 

The new debt limit, therefore, coming at a time when 
so much of our productive capacity is devoted to defense 
orders, carries a distinct threat of inflation, but a threat 
which can and probably will be offset by government 
controls. The corollary of this is, of course, that we will 
have more government controls over business, more 
economic planning and regulation. 

When the debt actually reaches $65 billion a year or 
so from now, what will happen? Maybe the wars of the 
world will be over and we will have no need to borrow 
for defense; then we can use defense taxes to start cutting 
down the debt. Maybe we will be at war; and then will 
have to do whatever seems a good idea at the moment 
and pretty much let the future take care of itself. But 
if things are then as they are now, with the United 
States not fighting but turning out huge quantities of 
defense materials for ourselves and other democracies, 
we will all have to pay far heavier taxes than we ever 
conceived of before. 

Much of the present defense spending is to construct 
new factories, camps, housing and machinery, and unless 
the program is constantly enlarged it will not cost quite 
so much the second year as the first. Congress will enact 
a heavy tax bill this spring and probably another one 
next winter or spring. The national income is rising 
rapidly and will continue to do so as long as the defense 
program is in progress, and this means an increase in 
the yield of practically every existing tax rate. The 
official hope and expectation is that within a couple of 
vears taxes will completely or very nearly equal expendi- 
tures and that annual deficits will taper to insignificance 
or turn into slight surpluses. (Please turn to page 676) 
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y First of a Series of Articles on 


New Industrial Giants 


Plastics Lead Trend Toward Synthetics 


BY J. C. CLIFFORD 


le infancy period of the currently spotlighted plastics 
industry was so lengthy as virtually to stamp it as little 
more than a static, “gadget” enterprise, with products 
consisting of kitchen receptacles, toys, miscellaneous 
handles, combs and various knicknacks. About five 
years ago, however, the industry turned an epochal 
corner. The chemist’s test tubes in recent years have 
been creating important new methods, new applications, 
better commercialization potentialities; where there were 
only a few plastics there now suddenly can be counted 
ten, twenty, thirty. And, where the total plastics busi- 
ness a decade ago added to a relatively unimpressive 
dollar figure, the plastics industry and its affiliated prod- 
ucts are bursting the buttons of their youthful clothing, 





Courtesy Union Carbide 


Only 4/1000 of an inch thick, this "Vinylite" plastic is being 
tested by a pendulum which records the ultimate point at which 
the plastic gives way. 
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with aggregate current business running at the annual 
rate of over half a billion dollars. 

Aside from the increasing permeation of plastics into 
all phases of industry and their wider uses in everyday 
articles, the industry is being catapulted into a leading 
position because of its important coming role in the 
defense program. Foremost among those urging imme- 
diate attention to the development of plastics and their 
use in place of metals which are vitally necessary to our 
armament program is E. R. Stettinius, Jr., director of 
priorities for the Federal Office of Production Manage- 
ment. Among many production men the viewpoint also 
is running that the impact of the rapidly developing 
defense program on our economic system now makes it 
imperative that certain vitally essential metals be con- 
served as much as possible for primary defense purposes. 
This is especially true of aluminum, magnesium, zinc, tin 
and chromium. 


Extensive Replacement Possibilities 


Drains on these metals already are so large that the 
Government is taking over control of future deliveries 
of some of them, a fact which is all the more impressive 
in the light of the relative youth of the armament pro- 
gram. Metal supplies available for other production (in 
the non-defense sphere) naturally are being diminished, 
and this means a turning to substitutes. Through their 
trade associations, a number of industries have launched 
investigations to see how and to what extent they can 
expand the use of plastics in their products. The 
Stettinius statement suggests that manufacturers who 
have not yet done so should make similar efforts. 

There is nothing particularly new in consideration of 
plastics for replacements, of course, but the procedure of 
designing into plastics is a more recent development 
which is getting sharp impetus from defense-program 
progress. This is true not only in commercial production 
generally but even in military aircraft. Thus, plastics 
usage as potential replacements for aluminum in cowl 
covers, engine baffles, flooring, etc., is under active study 
by several aircraft manufacturers. All-plywood-plastic 
planes have been built and actually flown; Timm Aircraft 
is one of the leaders in plastic-plane experimentation. 
but as yet these efforts have not gone out of the tryout 
stage and, apparently, the military authorities of the 
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country have not yet decided on 
any supplementary plastic-plane 
program. 

Automobile circles have been 
talking plastic bodies for some 
time; Briggs is reported to have 
done advanced work along these 
lines, while Ford’s soy-bean- 
plastic auto bodies—long under 
discussion—may one day emerge 
as a reality. In any event, the 
use of plastics for steering 
wheels, instrument panels, in- 
terior decorations, etc., has been 
rising fast in the automotive in- 
dustry. The ready adaptability 
of manufacturing procedure on 
many automotive parts to plas- 
tics usage, moreover, stamps 
the industry as one which will 
fall back extensively on syn- 
thetic products. The Office of 
Production Management _par- 
ticularly requested the auto in- 
dustry to find, if it could, a sub- 
stitute for zine, used by it for 
various “shiny parts”: die-cast- 
ing radiator grilles, headlight 
borders, door handles and _ simi- 
lar objects. These are chrome- 
plated for decorative purposes. 
About 12 per cent of the coun- 
try’s zine production is used by the automotive industry; 
a good portion of this unquestionably will be freed for 
other enterprises. 

Other industries in which plastics replacements for 
metals can be made are numerous. Under consideration 
in one instance are projects calling for construction of 
refrigerator frames entirely of plastics. Usage of the 
synthetic on a large scale is anticipated for washing 
machines, vacuum cleaners, typewriters, photographic 
equipment, electrical devices, cosmetic containers, mu- 
sical instruments, knives, desk lamps, radio and elec- 
trical insulation, wall paneling, wainscoting, table and 
desk tops, baseboard trim, silent timing gears, industrial 
gears and pinions and even certain types of bearings. 
Plastics will also run invisibly through the interiors of 
tanks, battleships, submarines. They will be seen in 
gas masks, gunstocks, parachutes, shell casings. And the 
industry will move rapidly toward the tremendous de- 
velopment attained by Germany, where it is said plastics 
are even being turned to use in pipe lines. 

Aluminum js one of the strategic materials used in 
vacuum cleaners and other household machinery, cash 
registers, ete. It is likely that impact-resistant phenolics 
can be used for this purpose, while urea formaldehyde 
plastics, manufactured by American Cyanamid and 
others, already are in extensive use for large moldings 
for cash registers. Phenolic plastics likewise could be 
used in replacing brass, in instrument housings, which 
would result in some strategic conservation. Laminated 
plastics, made by impregnating sheets of cloth, paper or 
wood veneer with phenolic or urea resins, also are coming 
to the fore. 


Westinghouse Photo 
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A Micarta bearing being machined for use on a steel mill rolling stand. 


As a straight substitute for steel, plastics have some 
distance to go for certain purposes. Nevertheless, thes 
may be utilized, in this general field, to save stainless 
steel, which includes chrome and other alloying metals. 
Synthetic resin coatings have been developed to a point 
where they might be used for surfaces of tank cars and 
other metal exteriors and interiors which must resist 
corrosion. Recently, Edgar M. Queeny, president of Mon- 
santo Chemical Co., emphasized that one way in which 
plastics can replace thin sheet steel (and aluminum) so 
badly needed for increased production schedules of air- 
craft is in mechanical refrigerators, in which exterior and 
interior (particularly the latter) changes are likely to be 
extensive. The aggregate weight of non-ferrous metals 
that could be replaced in applications such as these, he 
said, would amount to a very considerable tonnage and 
go a long way toward solving one of the most acute 
problems of the defense plants. 

The promotion of plastics, however, is not merely a 
question of finding substitutes. Molded plastics not only 
can compete with die castings for thousands of different 
jobs, but they can do a better job, according to some 
authorities in the industry, including H. M. Richardson, 
chief engineer of General Electric’s plastic department. 
It is contended that, although the cost of suitable plastics 
is generally higher than that of unfinished castings, this is 
offset by the fact that no finishing operation is required 
for plastic parts. Advantages enumerated by the General 
Electric engineer were that plastics have only half the 
density of aluminum; they are corrosion-resistant and 
have comparable structural and impact strength; they 
provide excellent electrical insulation. 











Courtesy du Pont Company 


Buffing a piece of clear "Lucite," the du Pont plastic which has many commercial possibilities. 


A discussion of types of plastics and their basic com- 
position could fill ten pages of this magazine with tech- 
nical data: suffice it to say that there are two broad 
groups of products: (a) cellulose plastics, such as nitro- 
cellulose, cellulose acetate, methyl cellulose, ethyl cellu- 
lose and cellulose acetate butyrate, and (b) synthetic 
resins, which fall roughly into coal-tar and non-coal-tar 
classifications, including alkyd, acrylic, phenolic, vinyl 
and urea. Soybean, lignin and casein plastics are not 
important relative to the above. 

While “Bakelite” phenolic materials (Union Carbide 
& Carbon Corporation), made from phenol, which is 
carbolic acid, and formaldehyde, made from wood alcohol, 
are not at all new, they are growing rapidly, due to im- 
provements that have been made in them and new 
uses that are being found. Notable among new fields 





Leading Plastics Producers 


or 
es at, 
olume Total 
(Estimated) Business (Est.) 
Allied Chemical & Dye Corp $5,000,000 3% 
American Cyanamid Co 7,000,000 10 
Catalin Corp. of America 2,000,000 100 
Celluloid Corp 7,000,000 100 
Commercial Solvents Corp 2,500,000 8 
Continental Diamond Fibre 5,000,000 100 
Dow Chemical Co 5,000,000 12 
E. 1. du Pont de Nemours & Co 25,000,000 8 
Durez Plastics & Chemicals, Inc. 3,000,000 100 
Eastman Kodak Co 4,000,000 3 
Formica Insulation Co 3,000,000 100 
Hercules Powder Co 5,000,000 12 
Monsanto Chemical Co 10,000,000 20 
Richardson Co...... ; 6,000,000 100 
Union Carbide & Carbon Corp 20,000,000 12 
U. S. Industrial Alcohol Co... 1,500,000 15 





is their use as a resin adhesive 
for laminated plywood, mak- 
ing a much stronger weath- 
erproof product. Another of the 
older plastics, _nitro-cellulose, 
known as celluloid, now is main- 
ly used as a base for lacquers, 
having been supplanted by the 
newer cellulose acetate, the same 
material as celanese rayon. This 
replacement and its subsequent 
displacement by vinyl resins in 
the interlayer for safety glass, 
is one reflection of the internal 
competition inevitable in so fast- 
rising an industry. 

Among the new plastics, Union 
Carbide’s “Vinylite” plastic is 
establishing a remarkable record. 
Through plant expansion result- 
ing from skyrocketing demand, 
the company in recent months 
has quadrupled its capacity. 
Originally used for watch straps, 
belts, shoes and raincoats, 
“Vinylite” plastic had an im- 
portant hand in developing the 
modern beer can industry 
through its use for lining the 
containers. New fields have been entered, including insula- 
tion, which offers a large market, because “Vinylite” 
plastic may be impregnated directly on the wire in a 
pliable form, enabling a certain degree of insulation with 
about half the diameter required by rubber. “Vinylite” 
plastic is immune to the actions of oil, grease, many 
chemicals and water. 

Cellulose acetate, which is made by du Pont, Hercules 
Powder, Tennessee Eastman and Monsanto, is widely 
used in automobile steering wheels and in fittings. Du 
Pont at present is making excellent progress with. its 
“Lucite,” which has broad applications, and currently is 
being used in automobile fittings and airplane windows. 
As the biggest producer of plastics (though they account 
for only 10% of du Pont’s total sales), du Pont has 
developed a broad range of products connected with: the 
plastics industry, including many that are well known, 
such as cellophane, rayon and nylon. If such articles 
as artificial leather, photographic film, nitrocellulose 
lacquers, gun powders and synthetic rubber are included, 
the plastics-product portion of the company’s business 
would account for more than 25%. The current figures 
of du Pont projects for the production of smokeless 
powder, TNT, DNT, synthetic ammonia and chemicals 
(to be constructed and operated for the Federal Govern- 
ment) affiliated with the plastics industry aggregate 
some $282,000,000. 

Among other of the large plastics producers, Monsanto 
has been making material progress also. The family of 
Monsanto plastics was extended by the acquisition of 
Resinox Corp. in recent years. Resinox is a phenol for- 
maldehyde resin suitable for compression molding; prod- 
ucts made from it broaden the company’s ability to 
serve the automotive, electrical, container closure, radio 
and other important industries. (Please turn to page 679) 
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What Latest Trends Reveal 
For 1941 Earnings Prospects 


BY WARD GATES 


The first 500 annual reports of industrial corporations 
show aggregate 1940 profits approximately 25 per cent 
greater than in 1989, but the figure conceals very wide 
individual variations. Perhaps more significant is the 
fact that some 200 of these companies earned less than 
in 1939, despite the tremendous gain in business volume. 

When all reports are in—including rails, utilities and 
service enterprises—it is likely that total profits will be 
found to have been only some 15 to 17 per cent above 
those of 1939. 

The great impact of the higher Federal taxes enacted 
during the second half of last year is graphically illus- 
trated by a special study of a selected group of 120 
companies made by the Conference Board. These showed 
an aggregate increase of 37 per cent in profits before 
income taxes but a gain of only 14 per cent in net income 
after taxes. Their total tax bill increased 141 per cent 
over that of 1939. 

It is quite likely that general business activity this 
year will be at least 15 per cent higher than that of 1940, 
but with additional tax increases in the offing it is prob- 
able that only a minority of exceptionally favored enter- 
prises will be able to earn materially more than in the 
past year. Relatively wide sales gains will be required 
merely to maintain 1940 earning 
power. Exceptional gains in 
sales will be needed to increase 
earning power. 

Although it is not possible to 
forecast how much Federal taxes 
will be increased in the legisla- 
tion to be formulated after 
March 15, it is worth while to 
set up a stiff hypothetical sched- 
ule—allowing, so to speak, for 
the worst—and see how such 
rates would have affected 1940 
profits of some representative 
companies. 

Let us assume that the nor- 
ial Federal tax is 30 per cent, 
as it probably will be, instead 
of present maximum rate of 24 
per cent. Let us assume that the 
excess profits tax exemption un- 
der the average earnings option 
ts 75 per cent of the average 
earnings of 1936-1936, instead of ‘27 128 '29 
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the present 95 per cent; and that the exemption under 
the invested capital option is 5 per cent instead of the 
present 8 per cent. This may well represent a stiffer 
boost in the tax load than we actually face for the 
current year but our purpose is to allow for the worst 
and see where we would stand. 

On this basis, Chrysler Corporation, for example, 
would have earned $7.54 per share last year, as compared 
with actual net of $8.69; Continental Can’s earnings 
would have been reduced from actual figure of $2.82 a 
share to $2.22; net of United States Steel would have 
been cut from $8.84 to $7.04; United States Rubber from 
$3.58 to $2.18; American Can from $5.88 to $4.93; Ameri- 
can Brake Shoe from $3.49 to $2.69; Kroger Grocery 
from $2.49 to $2.24; and Hercules Powder from $4.01 to 
$3.51. These estimates have been made by Standard 
Statistics. 

Taxes, of course, are not the only obstacle in the way 
of higher earnings. Labor costs are increasing; an increas- 
ing proportion of total industrial volume will represent 
armament orders on which profit margins will be narrower 
than on normal business; and costly disruptions will be 
caused by priorities on key materials and by the shifts 
from normal production to armament production. 





BILLION 
OOLLARS 


NET INCOME 
OF ALL ACTIVE 
CORPORATIONS 
IN THE 
UNITED STATES 











"aa '36 137 138 »39 140 


643 











Companies Reporting Practically No Change 
in 1940 Earnings 


Earned per Earned wer 


Share 1940 Share 1939 
G. C. Murphy Co.. Re $6.58 $6.47 
Continental Can................. OORT 2.82 2.71 
Goodyear Tire & Rubber...................... 3.44 3.20 
Re Tourneau (R. G.), Inc..............0..02005. 4.13 4.03 
ES eee 3.28 3.43 
National Oil Products...................... ; 3.92 3.89 
oh 0 RS eae eee 5.44 5.71 
Raybestos-Manhattan........................ 2.70 2.54 
Southern Cal. Edison........... Se IE Pr 2.24 2.39 
Washington Ges Light........................ 2.52 2.52 
Consolidated Edison of N. Y................... 2.23 2.22 
SS SSR ee ae ee eee 2.77 2.75 
ee eae 2.61 2.70 
Cream of Wheat............... ore 1.90 1.82 
Electric Auto-Lite.......... : Se asaya vats ue 5.01 4.72 
Briggs & Stratton............... ceraiees 3.47 3.15 
Pacific Gas & Electric................. am 2.68 2.84 
Glenn L. Martin Co.......... sean 3.92 3.75 
Mead Johnson Co........... ‘4 9.44 10.27 
Florence Stove........ : OTe 3.98 3.61 
Rustless Iron & Steel... ... < Uc nek aes 1.28 1.13 
OEM. 52 seuss so boxes , ee 0.42 0.35 





Yet the outlook certainly is by no means all black, 
for in attempting to gauge investment values in relation 
to higher taxes it is pertinent to note that prevailing 
market prices allow for much adversity, if not more than 
is actually on the cards. At any probable level of taxes, 
numerous heavy industry companies will earn far more 
than they have averaged over the past five or ten years. 
If because of higher taxes, for instance, United States 
Steel can earn only something around $7 a share this 
year, that is far above average annual earnings of recent 
years and on earnings much less than $7 per share the 
stock of this company has often in the past commanded 
prices much higher than at present. Market values are 
only partly a matter of earnings per share. They are also 
in large measure simply a state of mind. 

Liberalization of the present excess profits tax along 
lines recommended last week by the House Ways and 
Means Committee would reduce total 1940 Federal cor- 
porate tax burden by an estimated $100,000,000. The 
relief would apply chiefly to “growth” companies which 
had sharply rising net over the base period 1936-1939— 
the aircraft industry being the outstanding example— 
and to companies with widely fluctuating profits and 
large capital investments over the base period. 

It is doubtful whether Congress will act fast enough 
on these revisions so that companies can take advantage 
of them in filing 1940 income tax statements. If not, 
the procedure would be to seek later refunds from the 
Treasury. In any event, these revisions will alter at least 
moderately and for the better some of the 1940 profit 
reports already issued. On the other hand, in terms of 
total tax load, these benefits probably will be more 
than wiped out by the higher levies in the 1941 revenue 
legislation. 

Only a minority of the most efficient enterprises in 
expanding industries have been able to keep ahead of 
the long term rise in taxes which has been especially 
pronounced since 1934. For business as a whole, there 
is more for the Government and more for the workers— 
especially if they belong to powerful unions—but less 


644 


for the owners. As shown by an accompanying graph, 
total profits of all corporations in the country for 1940 
are estimated at around $3,000,000,000, which is less 
than 40 per cent of the aggregate profits of 1929. 

Latest complete Treasury statistics are for the year 
1937, a good year for business volume. Net of all cor- 
porations equalled 2.8 per cent of gross operating income, 
against about 5 per cent in 1928 and 1929—a reduction 
in profit margin of 44 per cent. Taken alone, all manu- 
facturing corporations in the same year had net equal to 
4.1 per cent of gross operating revenues, against average 
of 5.3 in 1928-1929, a reduction of about 23 per cent. 

The difference in favor of manufacturing enterprises 
reflected chiefly technological progress more marked than 
in non-manufacturing lines. Increased operating effi- 
ciency, however, can not offset so rapid and steep an 
upward tax trend as that which got under way with the 
beginning of the defense emergency last summer. In 
short, in America the equity shareholder is the first and 
most conspicuous casualty of the war. They have talked 
a lot at Washington about “common sacrifices” but. 
comparing respective positions against those of former 
prosperity periods, labor and consumers are better off 
and company managers have not done at all badly for 
themselves—while the stockholder gets the short end of 
the horn. He could accept it with better grace if other 
elements also did a bit of sacrificing. Incidentally, he 
and other taxpayers are carrying on their shoulders hun- 
dreds of thousands more public office holders than ever 
before—and generally at 1929 salaries! 

The showing of General Foods typifies this trend. Last 
year the company’s tonnage sales set a new high record. 
Both dollar sales and profit and in the final quarter of 
1940 were the largest ever reported. Net dollar sales for 
the vear were up some $7,300,000. Withal, however, net 
totaled $15,244,077, equal to $2.77 a share for the com- 
mon stock compared with $15,118,063, or $2.75 a share 
in 1939. Cash amounting to some $14,000,000 at the end 
of the vear was nearly double the figure for 1939, and 
gives a measure of assurance with respect to the com- 
pany’s $2 common dividend. 

Sales of G. C. Murphy Co., one of the most successful 
of the variety chain store group, rose more than $6,000,- 
000 last year further extending the series of continuous 
increases in recent years. Despite the outstanding oper- 
ating efficiency displayed by this company, managerial 
ability was unable to arrest the upward trend in costs, 
which last year increased nearly $5,000,000, while taxes 





Companies Reporting Largest Declines 
in Earnings 


Earned per Earned per Percent 

Share 1940 Share 1939 Decline 
Thatcher Mfg............... ie 0.59 2.53 77 
Piymomb Ol. 0... oc occas a 1.38 2.38 59 
Congoleum-Naim........... ee 1.30 1.70 23 
Union iiGal,.........0..5% : ; 0.99 1.25 21 
RNS i os Nhe sot A 2.22 2.65 16 
Owens-Illinois Glass............. eT 2.71 3.17 14 
American Snuff............. Cea ereneeenen 2.66 3.03 12 
a re 3.36 3.81 12 
National Biscuit............. Siig puree 1.50 1.68 11 
be Ne ER 3.65 4.01 9 
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were up $460,000, these two items together absorbing 


nearly all the gain in sales. Net was equal to $6.58 a 
share comparing with $6.47 a share in 1939. 

Of companies less closely identified with consumer 
goods, St. Joseph Lead last year operated its mines at 
full-time basis for the first time since 1930. Sales ex- 
ceeded production and were the largest in the company’s 
history. As a result, however, of an increase of 94 per 
cent in taxes to $1,305,670 and a special charge against 
earnings of $495,000 in connection with a pension plan, 
net income fell short of 1939. Net available for the com- 
mon stock was equivalent to $2.61 a share as against 
$2.70 a share in 1939. 

Interesting in revealing the effects of excess profits 
taxes on two competitive companies—one paying the 
tax, the other not—is a comparison of the showing of 
American Can and Continental Can. The latter com- 
pany incurred no excess profits tax liability last year, 
and with the benefit of larger sales was able to show 
earnings of $2.82 a share for its common stock, a modest 
gain over the $2.71 reported in 1939. American Can, on 
the other hand, despite the benefit of better profit margin 
than its smaller rival, and a gain of $8,000,000 in sales, 
charged excess profits taxes of $1,350,000, or 52 cents a 
share, against earnings. As a result earnings dropped 
last year to $5.88 a share from $6.22 in 1939. 

Less fortunate than either of the makers of tin con- 
tainers was Owens-Illinois Glass, leading manufacturer 
of glass containers. Although the company’s sales in- 
creased more than $7,000,000, manufacturing and selling 
costs more than absorbed this gain and profit margins 
declined from 12.51 per cent in 1939 to 10.43 per cent 
last year. Net available for the common stock was equal 
to only $2.71 as against $3.17 a share in 1939. Nor was 
the company subject to an excess profits tax last year. 

Thatcher Manufacturing, engaged exclusively in the 
manufacture of glass milk bottles suffered a very sharp 
dimunition in earnings. Net, after preferred dividends, 
was equal to only 59 cents a share for the common stock, 
comparing with $2.53 a share the previous year. The 
company has been experiencing increasing competition 
from fibre milk containers and sales last year dropped 
from $6,700,000 to $6,400,000. Profit margin was down 
from 17.3 per cent to 11.4 per cent. Recently dividends 
on the common stock which amounted to $1 a share in 
1940 were deferred. 

Another industrial group showing a marked divergence 
in the earnings of representative companies last year 
was the automobile equipment companies. Notwith- 
standing the sustained high level of automobile produc- 
tion, gains in the earnings of some equipment suppliers 
were of modest proportions, while other were able to 
report a marked increase in earnings, in fact the best on 
record in some cases. 

The case of Electric Auto-Lite may be cited as typical 
of the first group. Earnings last year were equal to $5.01 
a share, a slight gain over $4.72 reported for 1939. On 
the face of it, the company’s showing appears satisfac- 
tory. Doubts concerning the current prospect arise, 
however, when comparison is made with the reports of 
automobile equipment companies which last year shared 
substantially in the aircraft boom, or were otherwise 
benefited by armament orders. No defense orders of 
substantial size have been reported for Electric Auto- 
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Companies Reporting Largest Gains 
in 1940 Earnings 


Earned per Earned per Percent 
Share 1940 Share 1939 Increase 
General Steel Castings 11.06(pr) $0.06(pr) 18,334 
Tubize Chatillon........... : 1.24 0.01 12,300 
International Harvester. . . ; 4.11(0c) 0.53(oc) 675 
Walworth Co.......... ae 0.80 0.12 570 
Continental Roller Steel ; 1.79 0.29 515 
National Acme......... ; 4.40 1.16 280 
Baldwin Locomotive..... ; : 1.75 0.41 327 
Douglas Aircraft. . . 18.05(nv) 4.81(nv) 275 
Sundstrand Machine Tool 7.60 2.42 214 
Savage Arms............. 6.13 2.08 195 
Atchison, Topeka & Santa Fe 2.69 0.95 183 
Union Bag & Paper........ 1.67 0.76 120 
Yellow Truck & Coach..... P 1.60 0.75 114 
Van Norman Machine Tool 3.00 1.44 108 
Union Twist Drill......... re 6.56 3.37 95 
Midvale Co......... : 16.42 8.52 90 
Reading Co : ? 2.59 1.37 89 
Square D.. . re 4.56 2.46 85 
Campbell, Wyant & Cannon. . 1.71 0.93 ad 
Youngstown Steel Door.. 2.10 1.20 75 
Container Corp... .. ; : 2.85 1.85 54 
General Baking...... aaa , 0.77 0.51 51 
Pennsylvania...... Reha Agee ‘ 3.51 2.43 45 
Blaw-Knox........... agi ? 1.02 0.71 40 
United-Carr Fastner. . nee canes 2.45 1.75 40 
New York Air Brake....... Laatste 4.04 2.88 39 
American Woolen...... ‘ Dede 9.01(pr) 6.60(pr) 37 
Clark Equipment.......... as - 5.91 4.43 33 
Ruberoid Co....... me . e 2.02 1.53 31 
Louisville & Nashville................44-- 8.15 6.32 29 
Marshall Field..... evcocerseaes p 2.47 1.92 29 
Chesapeake & Ohio.............- F 4.31 3.49 24 
Libbey-Owens-Ford..... tac 3.97 3.21 24 
Alpha Portland Cement... sh ee Br 1.44 1.17 23 
Electric Storage Battery. . ae ae 2.39 2.01 18 
Great Northern Rwy................. 4.08 3.48 15 
American Seating........ Genoa ‘ 2.07 1.82 14 
Chain Belt....... s3 ar 2.13 1.92 11 
Detroit Edison.......... eT e eT 8.43 7.58 11 
MAIER eo i cecewalde ars cate muee in ues 4.25 3.84 11 


pr—Preferred shares. oc—Year ended Oct. 31. nv—Year ended Nov. 30 





Lite, and meanwhile the company continues rather 
heavily dependent upon equipment contracts with Chrys- 
ler. If the latter company diverts an increasing propor- 
tion of its facilities to the production of armaments at 
the expense of automobile output this year, earnings of 
Electric Auto-Lite may suffer. 

Sarnings of Briggs & Stratton, another automotive 
equipment company, were equal to $3.47 a share, com- 
paring with $3.15 in 1939. This company paid excess 
profits taxes of $32,000. Recent reports indicate that the 
company has some $2,500,000 in defense orders, and with 
the benefit of a comparatively small capitalization, earn- 
ings should continue to make a fairly good showing. 
Raybestos-Manhattan (brake linings, etc.) earned $2.70 
a share last year, up from $2.54 the preceding period. 
The company, however, does a fairly substantial replace- 
ment business, and earnings may experience no serious 
decline with a drop in automobile output. 

Among the automobile equipment companies reporting 
earnings in a marked uptrend are included Bendix Avia- 
tion, Timken-Detroit Axle, Spicer Mfg., and Thompson 
Products, several of which are showing profits of record- 
breaking proportions. Last year marked the second suc- 
cessive high in earnings of Eaton Mfg. Despite the fact 
that the company paid federal (Please turn to page 678) 
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British Liquidation Table 


Listing Issues Yet to Be Sold 
And Those Already Disposed of 


BY 


, there is a rather widespread belief that 
actual lend-lease aid to Britain would result in decelera- 
tion of liquidation in United States securities seques- 
trated by the British Treasury, we understand that 
unwritten agreement between this country and England 
calls for continued speed in disposing of these securities 
regardless of the ability of Britain to obtain equipment 
on a lend-lease basis. To date, less than 40% of these 
securities have been liquidated, and with pressure ac- 
cumulating for further progress in selling American 
securities, there may be a considerable speeding-up of 
the program. 

The most spectacular sales, by far, of British-held 
American securities have taken place in over-the-counter 
markets rather than on the regular exchanges. The con- 
stant stream of secondary offerings, moreover, is not 
confined to British selling; in fact, the majority in recent 
months has originated with domestic stockholders, 


HENRY L. 


BLACKBURN 


reflecting the trend toward more widespread stock own- 
ership emanating from the current estate and general 
tax structure. Aside from this consideration, however, 
it is reasonable to believe that, theoretically at least, 
those issues which have been completely eliminated 
from British holdings should feel a relief of pressure, 
although their distribution among investors here may 
be far from permanent. 

By the same token, existence of blocks of stock which 
still must be liquidated represents a resistance crust, 
which, in the main, can scarcely act as anything but a 
brake on large advances, although selling is usually done 
intelligently, that is, offerings are not forced on a declin- 
ing market. Bearing in mind the growing importance 
of British holdings which still must be liquidated, as 
well as the value of knowing which securities already 
have been sold, we are listing herein complete tables of 
such securities for ready reference by subscribers. 





British-Held American Securities Still to Be Liquidated 











Stocks Stocks Stocks 
Acquisition Price Acquisition Price Acquisition Price 
Adams Express Co..............-. 7% | Beneficial Industrial Loan........... 20 Consolidated Gas, Elec. Lt. & Pr. of 
Addressograph-Multigraph. ........ 16 ROI WTAEGID eles icone rcieoes ass iotovels 91h BORN ONE seer cis casters ater cst eaiate Sos 82 
Alabama Power $7 preferred....... 105 USES: COR ears te arene 24 Gontinental Gani... c.ccscacccsesns BT 
Allegheny Ludlum Steel........... 24 BOP NAME! COND. io.s 6 sce c cosa des 1934 | Crane Company................... 23 
Allied Chemical & Dye............ 178 Boston & Albany Railroad......... 92% | Creole Petroleum... ............. 15 
(IRS) OES Se eee 9 EYSETS Fe yO en re Sean 32 Grown Gorkih Seal: skis. < ccawse ee ec Q7 
PUTER MUNDI 5255 6 '5 555s 0s ssh uclae 38 BIONPAV CNS <> 5.o5 - os slo ciow arsenite 53 | Crown Zellerbach, $5 preferred. .... 91 
Alpha Portland Cement........ cides AS Buffalo, Niagara & Eastern Power, [PAGOREBSEMUNEGHt sis ch cco iicis oiercc cos iniens 95% 
American Fork & Hoe............. 199) BSR ee os sic iss esos o ii0's ore 101 DreteE NGO n css oe bins oe AG 23 
American Gas & Electric........... 30 Carolina Power & Light $7 preferred... 1111%4 | Detroit Edison.................... 111 
American Home Products.......... 51 MOBS) asi cieutan sion eeereroN 69 Dresser Manufacturing............. 21 
American Locomotive $7 preferred.. 86 Central Power & Light (Mass.) $6 pfd. 108 du Pont de Nemours (E. I.)......... 185 
American Power & Light $6 preferred. 451% | Cerro de Pasco Copper............ 39 Eagle-Picher bead.......c00es0850. 12 
American Rolling Mill............. 16 Chase National Bank.............. 34 BaslIANCOGAl «3c 8sceis. 0s. rare niece a 136 
American Smelting & Refining. ..... 45 Chicago Pneumatic Tool............ 12 Electric Bond & Share $6 preferred... 68 
American Smelting & Refining $7 pfd. 150 CARTS? Co a eae See ee eee 88 Fidelity-Phenix Fire Insurance....... 381%, 
American Tel. & Tel............... 1673 | Cleveland & Pittsburgh $3.50 Gtd... 83 First National Bank of New York... .. 1700 
American Tobacco................ 89 CUTS (CS ene ae ree 18 First National Stores............... 45 
American Tobacco ““B”............ 90 GCocaKola.........- DA Cae 105 RENE res cee ne ose vies 20 
American Tobacco $6 preferred..... 159 Columbia Gas & Electric 6% Cumula- Florida Power & Light $7 preferred.. 118 
Anaconda Copper.............085 26%, rer: iy ee err 88 General American Investors $6 pfd.. 103 
Armour & Co. of Ill., $6 Conv. Prior Commercial Credit... ............- 47 General American Transportation.... 55 
Ss eS Rear aaa 58 Commercial Credit $4.25 Convertible General Cable $7 preferred......... 86 
Atch., Top. & Santa Fe Ry., $5 pfd... 64 i) 2 Ree oe eee 103% | ‘General Electtic. .....5..52.6.000.. 39 
Atlantic Refining................. 24 Commercial Investment Trust. ....... 56 IGONBIANEOOUE 6.6.5 ice ns os ees oi oo 49 
LL, OSE ere ee een 7) Consolidated Edison Company of General Motors Corp............-. 50 
Atlas Corp. $3 preferred........... 49 N. ¥. $5 preferred.............2.- 107 General Motors $5 preferred....... 126 
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Stocks 

Acquisition Price 
General Refractories............... 30 
Goodyear Tire & Rubber $5 pfd.... 85 
Great Northern Railway $6 pfd..... 28 
Guaranty Trust Co. of New York..... 299 
Flee) avNVAATILING 6 9052. 6.6 <5 so.sietere 5, o:sc0rs 6% 
Houdaille-Hershey $2.50 Conv."“"A"’. 38 
TREC LL Eee er 113 
DRS Oe] Sea eee eee 90 
International Harvester............. 57 
International Harvester $7 preferred.. 169 
Johns-Manville............0.ce00- 73 
Kalamazoo Stove & Furnace......... 12 
Kendall Co., $6 ‘‘A”’ preferred...... 106 
Pah GO resinccncecs ieee sinelss 16 
Lehigh Portland Cement............ 23 
Pehmani@giy..... vss .o os koe ae 22 
OCC a, 93 
Liggett & Myers ‘‘B’’.............. 95 
PimatEOCOMUIVG:. 6.<:0%:. sc. 060 040s 30 
Loew's, Incorporated. ............. 37 
POCW SINC SOO. cose ees 109 
Kacy CR ble) ae CO. is cc cu cicccees’ 27 
RAAISHAND GRIGIO oo cc occcin ce ctor nde 16 
Massachusetts Utilities, 5% Conv. pfd. 32 
May Department Stores............ 52 
Minneapolis-Honeywell Regulator... 45 
AEH CIRE ASS Sh sore dcne cts aes oce's ss 22 
National Bond Investment, $5 ““A"’.. 88 
National Dairy Products............ 13 
National Distillers Products......... 24, 


National Power & Light $6 preferred... 94 


National Steel Corp............... 68 
NeW dere BING... 5.0 sees ce can 69 
New York Central Ry.............. AT 
New York Chicago & St. Louis 6% 
DICLCHGR AUT ico ease estas Coolers 33 
Niagara Hudson, $5 1st preferred.... 80 
Niles Bement Pond................ 59 
Northern Ind. Publ. Service $6 pfd... 110% 
Ohio Edison $6 preferred.......... 110 
OinnibusCoipiet<sxicae cos cg os 14 
Pacific Gas & Elec. $1.50 first pfd... 34 
Hace etGHtiNG:<. ocewwice see ome ese 38 
Baclarel NAGKOR 6. <0 6.0-0:60c50ot0¥ 0 o0ce%e 31% 
Peninsular Telephone.............. 341% 
Pennsylvania Railroad.............. 2 | 
Pennsylvania Water & Power.... ... 5434 





Stocks | 
Acquisition Price 
Philadelphia Co. 6% preferred...... 46 
Phillips Petroleum................. 40 
Proctor-& Gamble... ....6.5.... 56 
Public Service of N. J.. sewse 29% 


Public Service of N. J. $5 esate. 110 
Public Service of N. J. $6 preferred.. 127 





Pulity Bakeries. «2%: ccc estas ones. 15 
Radio Corp. of America... .. 534 
Radio Corp. of America $3. 50 Conv. 
Wetwietelice: <2 25528 o .ceecds ss 68 CO 
Republic Steel: ok ccc ewe wes 21 | 
Republic Steel $6 preferred prior 
NAMI OONG ace coo ec 97 | 
Sty MOSER Reads «056606 en nsc ese 381% | 
Seals ROGUE: 6 oes wos cclneee cen 78 
SERVO P NENG ie oo. ous oh coca cic hieks 15 
Sherwin-Williams... ............... Ss. | 
SOTO TOM EC 814 
Southern California Edison.......... 26 
Souther Pacilic.... «cs. ecccuceees 13 
= PCT) COT Ree eee eer 379g 
Standard Oil of California.......... 24 
UATE C | 2a rots (1 an 80 | 
TE Saree 193% | 
SORIA Oooo 28S Fees oiesereciceowidis 23 | 
exasi Gulf Sulphur... 2.5 6c ence es 35 | 
Timken-Detroit Axle. ............. 30S 
Timken Roller Bearing............. 50 
Union Carbide & Carbon......... . 85 
Union Pacific 4% preferred......... 85 
Union Oil of California............ 12% 
Riniicel CalOOIs 5. sss 62s Sie jes us 64 
United Corp. of Del. $3 preferred. . 29%, 
United Gas $7 1st preferred........ 111 
United Shoe Machinery............ 73 
U.S. & Foreign Sec. $6 1st preferred... 89 
ea Capel is ford ean kets 671% 
U. S. Smelting, Rfg. and Mining..... 62 
United States: Steel... ...5.5....005: 62 
United States Steel $7 preferred..... 128 | 
Walarceni@o.. os. iidccnincseced 22 =O! 
Wayne Pump............... | 
Westem: Union... ....2..0..06255. 24 
Westinghouse Air Brake........... 26 
Woodward lion. «2... 6.002.650 005 33 
Woolworth (F. W.) Co............. 33 





Bonds 


Acquisition Price 


Amer. Pr. & Lt. Deb. 6s, 2016 10414 
American Tel. & Tel., S. F. Deb 59s 
| err 104 
American Tel. & Tel. Deb. 314s, 1961. 10934 
American Tel. & Tel. Deb. 314s, 1966. 109%, 
Atch., Top. & S. F. Conv. Deb. 4%, 
CORP re .. 104 


Atch., Top. & S. F. Conv. 45,1960... 95% 
Ches. & Ohio Gen. 4s, 1992 . 131% 
Ches. & Ohio Ref. & Imp. 31%s,1996. 105% 
Columbia G. & E. Deb. 5s, 1952 105%, 
Columbia G. & E. Deb. 5s, 1961 . 105% 
Cons. Cities Lt., Pr. & Traction 1st 5s, 

1962. 89 
Cons. Edison Deb. 31h, 1956 . 106 
Cons. Edison Deb. 31%4s, 1946 105 
Cuba Ext. 41s, 1937-77 62 
Great Northern Ry. Conv. 'G' 4s, 

WOME 6 co cee 105% 
Great Northern Ry. Conv. ''H’’ 4s, 

GGA ok ccreseag. aes . 99 
International Rys. of C. A. 5s, 1972 95 
International Rys. of C. A. 5s, 1972 

(1st P. M. Cent. Div.-assumed) 95 
Japan Ext. Dollar 61s, Feb., 1954 91 


N. ¥. Cent. & Hud. River 41s, 2013. 54 


N. Y¥. Cent. 3s, 1997 87 
Norfolk & Western 1st 4s, 1996 127 
Penna. R. R. Deb. 41s, 1970 961% 
Penna. R. R. Gen. 5s, 1968 114% 
Penna. R. R. Cons. 4s, 1960 1241 


Penna. R.R. Gen. 44s, 1965 108 


Penna. R.R. Deb. Conv. 31%4s, 1952.. 90% 
Southeastern Pr. & Lt. 6s, 2025 11014 
Southern Ry. ‘‘A” 6s, 1956 11%, 
Standard Gas & Elec. 6s, 1966 101%, 
Union Pacific 1st 4s, 1947 113% 


U.S. Government, bonds and notes, Federal 
Farm Mortgage, Federal Land Bank, and 
Home Owners Loan bonds are also held, com- 
prising a cross section of 37 issues in these 


fields. 





American Securities in Which British Liquidation Has Been Completed 


Stocks 


Air Reduction 

American Can 

American Car & Fdry. 

American Car & Fdry. pfd. 

American Cyan. ‘‘B” 

American Radiator 

American Steel Fdries. 

American Superpr. 1st pfd. 

Atch., Top & S. Fe Ry. 

Aviation & Trans. 

Baldwin Locomotive 

Bankers Trust 

Bethlehem Steel 

Bethlehem Steel, 7% pfd. 

Blue Ridge Corp., $3 pfd. 

Bohn Alum. & Brass 

Buff. N. & E. $1.60 pfd. 

Caterpillar Tractor 

Celotex Corp. 

Central Hanover Bank 

Central Pr. & Lt. 7% pfd. 

Chartered Investors, $5 pfd. 

Chemical Bank & Tr. Co. 

Chesapeake & Ohio Ry. 
hic. Pn. Tool Pr. Pfd. 

Cleveland Cliffs $5 pfd. 
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Colgate-Palmolive-Peet 
Commonwealth Edison 
Consolidated Edison 
Consolidated Oil 

Continental G. & E. 7% pfd. 
Continental III. Bank 
Continental Insurance 
Continental Oil (Del.) 

Corn Products Refining 

Crane Co., 5% pfd 

Crown Zellerbach 

Douglas Aircraft 

Electric Auto-Lite 

Eng. Pub. Service, $5.50 pfd. 
Fairbanks, Morse & Co. 

Ga. Pr. $6 cum. pfd. 

Green (H. L.) Co. 

Greyhound Corp. 

Household Finance 

Humble Oil & Ref. 

Int. Business Mach. 

Jersey Cen. P. & L. 514% pd. 
Jones & Laughlin Steel 
Kennecott Copper 
Kroger Grocery 
Lone Star Cement 


Stocks 
Louisville & Nash. 


Stocks 


Miss. P. & L., $6 pfd. 
Montgomery Ward 
National City Bank 
National Lead Co. 


North American Avia. 
North American Co. 
Ohio Edison $7 pfd. 
Ohio Oil, $6 pfd. 
Otis Elevator 
Owens-Illinois Glass 
Pacific Gas & Elec. 


Penney, J. C. 
Philip Morris 

Prud. Inv $6 pfd. 
Pullman, Inc. 

Pure Oil 

Reynolds Tob. ‘'B"’ 
Safeway Stores 
acon ig — 
| Spiegel, | 

| Starrett (L. %) 


Texas Corp. 





Midland Steel 8% pfd. 


Norfolk & Western Ry. 


Paramount Pic. 1st pfd. 


l Stocks 


| Tidewater Assoc. Oil 
Union Pacific R.R. 
United Aircraft 
United Air Lines 
United Fruit 

United States Rub. 
Virginian Ry. pfd. 
Wesson Oil & Sn. 
Wilson & Co. 
Worthington Pump 
Yale & Towne 
Youngst. Steel Door 


Bonds 


Atchison 4s, 1995, St. 
Atchison As, 1995, Unst. 
a Gen. As, ‘1995 
B. & O. 1st Mtg. 4s, 1948 
Cent. Pac. 4s, 1949 
Elec. P. & L. ‘Ss, 2030 
Ill. Cent. 434s, 1966 
Kans. C. So. 5s, 1950 
Kans. C. T. 4s, 1960 
N. Y. Cent. ths, 2013 
Nor. Pac. 4s, 1997 
So. Ry: 4s, 1956 
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American Airlines, Inc. 





American Airlines Headed to 


New Earnings Records 


Leader in Young and Fast-Growing Field 


R ADIO may claim to have made 
the world smaller by permitting 
almost instantaneous communica- 
tions between people in widely 
divergent sections of the earth but it has fallen to the 
air transportation industry to complete the shrinkage 
by making possible the transfer of persons and goods 
over spaces which formerly required as many days of 
travel as hours are now needed to accomplish. The 
United States did not take to air travel quite as rapidly 
as did Europeans, with the result that American air 
transportation lagged behind for a long time. But, in 
recent years, the growth of air travel in this country 
has been phenomenal and shows no immediate signs of 
more than a very temporary lull in the rapid pace of 
recent gains. 

In 1940, the number of revenue air passengers carried 
in the United States was well in excess of 2,500,000 as 
compared with 1,717,000 in 1939 and 375,000 only 10 
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BY RICHARD COLSTON 


years before. At the same time, 
the air lines carried more than 
7,700,000 pounds of express ship- 
ments, up 31.6 per cent over a 
year ago and which provided more than $3,000,000 in 
gross air-express revenues. Both the number and size 
of air-express shipments were substantially higher with 
the average weight being 7.1 pounds per package or 
approximately 8 ounces heavier than a year ago. Mails 
carried were heavier as well. 

As one of the leading air transport lines in this coun- 
try, American Airlines has made a very satisfactory 
showing when compared with the averages of the indus- 
try. The company reported an increase of more than 
104,000,000 passenger miles flown in 1940 or 50.3 per 
cent more than in 1939. The actual number of pas- 
sengers flown were 870,930; approximately 30 per cent 
of all of the passengers carried in the United States 
during last year and about 34 per cent more than a 
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year ago. Only last December, American Airlines car- 
ried its 3,000,000th passenger since the first passenger 
flight on April 1, 1927, but it took nearly 10 years before 
1,000,000 passengers had been carried. Less than 20 
months later—September 26, 1939—the 2nd million mark 
was passed, but less than 15 months after that date the 
3,000,000th passenger took off. Future growth will 
continue at the same rapid pace as the company expands 
its service area and the company’s plane load factor 
continues to increase. 

The company’s air transportation system now covers 
approximately 6,694 net route miles and serves 44 cities 
comprising the most prominent communities on the 
North and Middle Atlantic Coast, the middle West, the 
Southwest and the West Coast. The flight schedule 
includes 5 daily trips between New York and Los 
Angeles in each direction, 4 daily non-stop flights be- 
tween New York and Chicago, 10 daily flights to and 
from Chicago and New York via other important cities, 
3 direct daily flights to and from Fort Worth, Texas, and 
Chicago via St. Louis, 9 daily flights between New York 
and Washington and 21 daily flights between Boston 


and New York. 
Service Area Increasing 


Flights between other American cities not already 
served have been applied for as well as permission to 
include Windsor, Canada, and Niagara Falls, N. Y., as 
stops on the New York to Chicago route. Last October, 
the Mexican Government authorized American Air- 
lines to institute a service between Texas points and 
Mexico City via Monterrey. When the Mexican line 
is in operation it will open up a considerable territory 
now but partially served by existing air transportation 
companies. 

In recent years, American Airlines has been increasing 
the quantity and quality of its flying equipment. As of 
last November, the company had a total of 85 airplanes 
in service for the purpose of transporting passengers. 
The largest number (61) were Douglas 21 passenger 
DC-3 ships and they were supplemented with 15 Douglas 
14 passenger DST Sleepers and 9 Douglas 14 passenger 
DC 2 planes used in smaller, or for special runs. For 
inspection and pilot training purposes the company also 
owns 5 Stinson Reliant planes. 

If any single factor will restrict American Airlines’ 
expansion during the next year or so it will be the com- 
pany’s inability to obtain sufficient new ships to provide 
the desired service. At the present time, the airlines 
are assured of only sufficient new equipment to maintain 
present service and replace worn-out equipment. For 
instance, American Airlines had on order 12 large DC-3’s 
for delivery sometime this spring as well as 30 DC-4’s 
for later delivery. What proportion of this order will 
be delivered is a moot question although non-delivery 
will unquestionably interfere with the company’s ambi- 
tious plans for expansion this summer. Failure to receive 
any part of this order will not, however, be quite so dis- 
astrous as it might seem at first glance. The company’s 
carrying capacity is now approximately 75 per cent 
greater than it was at the beginning of 1940 and new 
operating economies are being introduced almost daily. 
American Airlines’ load factor or the number of available 
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seats occupied per flight is the highest of any of the 
American companies. That a scarcity of space will 
develop when the summer rush season gets under way 
is almost a foregone conclusion but this should also 
result in passenger reservations well in advance of travel 
dates and thus preclude the possibility of any partly 
filled flights. 

The two most important sources of the company’s 
income are passengers and mail. Passenger revenues— 
approximately 71 per cent of operating income—account 
for nearly 3 times as much income as mail which provides 
approximately 24 per cent of a normal year’s gross earn- 
ings. Express service—which is growing rapidly in both 
weight and dollar volume—as yet provides only slightly 
more than 8 per cent of total operating income while 
the balance accrues from miscellaneous service. Unlike 
other forms of transportation, such as railroads, the 
aviation companies have no right-of-way maintenance 
to contend with and terminal facilities are in most cases 
rented. Wages and machine maintenance charges bulk 
largest in expense accounts and these have a direct 
connection with the services rendered to the public. 
Hence, more flights and higher passenger revenues mean 
a corresponding increase in wages and maintenance 
charges, thus holding profit margins in check. 

On the other hand, with approximately 24 per cent 
of total operating revenues accruing from the trans- 
portation of mails, American Airlines’ tax problem is of 
comparative unimportance at the present time since 
such income is non-taxable and thus permits a consid- 
erable increase in passenger revenues and profits before 
becoming liable for excess profits taxes. Further assist- 
ance on the tax problem will accrue to American Airlines 
should the present House Ways and Means Committee 
recommendations for amendments to the excess profits 
laws be passed in the near term. But even should no 
additional excess profits tax (Please turn to page 677) 
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— COMMON STOCKS FOR INCOME 


— SPECULATIVE PREFERRED STOCKS 


CONDUCTED BY J.S. WILLIAMS 


tom is nothing more certain at the present time than 
that taxes, both corporate and individual, will be in- 
creased again this year. This is not exactly news to the 
readers of these columns, but it will stand repetition, 
surely if for no other reason than the implied threat 
which it carries to investors’ income. Many investors 
still having in mind the generous dividends received 
in 1940 could very easily be lulled into a false sense of 
security—a mistake which may only be forcibly brought 
home to them when corporations begin to pare dividends, 
under the compelling force of higher taxes and increased 
costs. Nothing will be lost by beginning now to prepare 
for the worst, and quite possibly considerable advantage 
may be gained. With this thought in mind this edition 
of the Investment Clinic is given over to the discussion 
of a number of issues which might be used to replace 
other holdings which involve dividend uncertainties or 
other factors which might jeopardize current income 
return. 


Two Medium Grade Preferred Stocks for Income 


Firestone Tire & Rubber 6% preferred stock, recently 
quoted around 103 to yield 5.80% qualifies as a sound 
income-producing issue where investment requirements 
do not emphasize a high degree of price stability. Not- 
withstanding the widely fluctuating earnings of the rub- 
ber industry, and the company in question specifically, 
dividends have been paid on the 6% preferred shares 
continuously since their issuance in 1929. Moreover, the 
company has paid dividends to common stockholders 
without interruption since 1923. Firestone is one of the 
leading manufacturers of automobile tires and tubes, 
while other products include an extensive line of me- 
chanical rubber goods. The company also operates a 
chain of 626 service stations and auto supply stores. The 
company’s own rubber plantations in Liberia are under- 
stood to furnish about 15 per cent of total crude rubber 
requirements, and production is steadily increasing. 
Since the armament program began Firestone has re- 
ceived some $5,000,000 in defense orders for a variety of 
war materials. Earnings for the fiscal year ended Oct. 
31, last, were equal to $18.55 a share on the outstanding 
preferred shares, comparing with $14.43 in 1939 and an 
average of $15.98 a share for the past six fiscal years. 


At the end of last October the company’s balance sheet 
revealed a strong financial position, with current assets 
of $105,400,000 comparing with current liabilities of 
$30,900,000. Cash amounted to $13,400,000. Ahead 
of the preferred stock is funded debt represented by 
$45,800,000 debenture 314’s due 1948. The call price on 
the 6% preferred is 105. Price range in 1940 was high, 
106—low, 84. 

Although, strictly speaking, the investment calibre 
of Republic Steel 6% A prior preference stock is not 
as high as that of Firestone Tire & Rubber 6% pre- 
ferred, the shares qualify as a suitable income medium, 
and are not without promise of some price appreciation. 
At recent levels around 91, the shares yield 6.60%. Last 
year was a notable one for Republic Steel. Earnings 
were the largest in the company’s history; all arrears of 
the 6% preferred shares were discharged, as were the 
sinking fund accumulations; and the first dividend was 
paid to common stockholders. Earnings last year were 
equal to $74.79 a share on the prior preference shares, 
comparing with $37.80 a share in 1939. Total current 
liabilities at the end of the year amounted to $35,775.- 
000, while current assets, including cash of $30,432,000, 
were $141,765,000. Recently the company announced 
plans for refunding its entire funded debt and raising 
new money, the net result of which would result in a 
savings in interest charges of several million dollars 
annually, and a reduction of more than 20 per cent in 
the company’s mortgage debt. Current prospects clearly 
favor a further important gain in the company’s opera- 
tions and earnings, and the management has given tang- 
ible expression of its confidence in the recent declaration 
of another dividend on the common—50 cents a share 
as against 40 cents previously. 


Speculative Preferred Stocks 


For those investors whose circumstances permit them 
to acquire issues of a more speculative calibre, there are 
several preferred issues which in addition to an ex- 
ceptionally liberal yield offer inducements in the way of 
price enhancement. 

Although the report of Continental Baking for 1940 
was disappointing in that the company failed to show 
any improvement over 1939 earnings, it is noteworthy 
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that the adverse conditions responsible for 
lower earnings last year were experienced in 
the first half of the year, particularly in the 
first quarter. In the closing months of the 
year, sales had started to respond to increased 
public purchasing power in large industrial 
centers. Earnings applicable to preferred 
dividends for all of 1940 were equal to $8.73 
a share on the 8% preferred stock, comparing 
with $10.42 a share in 1939. Dividends were 
paid in full, plus a payment of $1 against 
arrears on the 8% preferred, reducing such 
arrearages to $5 a share at the end of the 


Carpenter Steel 


Bendix Aviation 


Texas Gulf Sulphur 


Se RU NI 5 ie cso seid lusts, 


Eaton Manufacturing 


Spicer Manufacturing 
{e)—Estimated. 


Selected Common Stocks for Income 


Earned 

Per Share Divs. 1940-1 Recent 

1 1940 Price Range Price 
Diao eove are wale stare $3.00(e) $2.50 38 -26% 35 
aC ASS Hoey Ses, 4.05(a) 2.75 3234-221, 26 
2.51 1.60 2914-2234 23 

BO aareaiermer sere rarhiors 4.42 2.50 37%4-241/o 34 
oe eect 3.69(a) 3.25 34-18 31 

Pie Wavesonam tes 4.26 3.00 37 +22 32 
See 6.35(b) 3.00 3834-19 32 


(a)—-Year ended June 30. (b)—Year ended Aug. 31. 





year. Although lacking official confirmation, 
it has been reported from time to time that the company 
has under consideration a feasible plan for the elimina- 
tion of arrears on the preferred and to supplant the 
present issue with one carrying a lower dividend rate. 
In any event, the shares promise a liberal yield and 
with the benefit of improved market conditions, prices 
might well approach their 1940 highs of 9714. 

The very satisfactory gain in earnings shown by 
Consolidated Cigar Corp., last year focuses attention 
on the company’s 614% prior preferred shares. Net in- 
come available for dividends rose last year from $818,636 
in 1939 to $1,166,745. The latter figure was sufficient to 
meet dividend requirements of the 644% prior preferred 
shares 2.63 times. The company’s prospects are not 
such as to warrant the expectation of anything spectacu- 
lar in the way of earnings this year, but there is every 
reason to believe that dividends on the issue in question 
will continue to be covered by an adequate margin of 
safety. Reports have circulated that the company was 
planning the retirement of the 614% prior preferred issue 
by means of a bank loan and issue of notes. Whether 
or not such action is contemplated cannot be officially 
confirmed, but it can be said that the company’s credit 
is such that such an undertaking, resulting in an im- 
portant savings in dividend charges, would seem well 
within the realm of possibilities. The 614% prior pre- 
ferred shares have recently sold around 93, which com- 
pares with the 1941 high of 103 and a low of 92. Call 
price 110. 

Another preferred issue possessing speculative merit is 
American Sugar Refining 7°, preferred. Formerly. this 
issue was held in high investment esteem, but the va- 
rious operating difficulties with which domestic sugar 
refiners have had to contend in recent years, accom- 
panied by lower earnings, have had the effect of relegat- 
ing the shares to a somewhat speculative position. ‘The 
company’s report for 1940 has not been issued but it is 
a safe assumption that earnings declined last year as a 
result of the extremely narrow profit margins. Recently, 
however, prospects have taken a turn for the better. 
Prices of raw sugar have risen to the best prices since 
October, 1939, and refined prices which have displayed 
a comparatively firm tone in recent weeks, were ad- 
vanced recently to keep pace with high raw _ prices. 
Domestic refiners are understood to have been enjoying 
an excellent volume of business in what is normally the 
slow season of the year. Evidence of sustained improve- 
ment in the earnings prospect for American Sugar Re- 
fining would undoubtedly result in substantially higher 
quotations for the preferred shares. Recent quotations 
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around 83, compare with 1940-41 high of 93 and a low 
of 701%. 

For the investor in a position to assume something 
more than an average risk, in return for a generous vield 
and potentially substantial price appreciation, several 
preferred shares of rubber companies would appear to 
possess rather interesting possibilities. The annual re- 
ports of the leading rubber companies for last year all 
disclosed much better earnings than one might have 
been lead to expect by the marked decline which oc- 
curred in rubber company securities. Of course, the 
principal uncertainty hanging over the rubber group is 
the unsettled political situation in the Far East, and the 
implied threat to the major source of crude rubber sup- 
plies—Netherlands Indies and Malay Peninsula. De- 
velopments which might seriously impede shipments of 
crude rubber to the United States for any considerable 
period, and increase rubber costs appreciably, would 
admittedly impair earnings. As a speculative proposi- 
tion, however, it is possible that fears as to possible Far 
East crisis will prove to have been exaggerated. If so 
such issues as Goodyear Tire & Rubber 5% preferred, 
B. F. Goodrich 5% preferred, and U. S. Rubber 8%, 
preferred would be in a position to record sizable ad- 
vances. 


Two Second Grade Bonds for Income and Price 
Appreciation 


Responding to the accelerated tempo of industrial 
activity in the territory served by the lines of Pere 
Marquette Rwy. the road has been able to provide 
materially improved coverage for fixed charges. .Finan- 
cial position likewise has undergone considerable im- 
provement. Last year total operating revenues of the 
road increased about $3,000,000, while the balance for 
fixed charges was up about $1,000,000. Coverage for 
fixed charges was 1.38 times as compared with 1.10 times 
in 1939. Net income after all charges totaled $1,253,000. 
in marked contrast with net income of $328,156 in 1939. 
At the end of last year, the road’s balance sheet disclosed 
total current assets of $12,500,000, including cash of 
$5,173,000, while current liabilities were less than $7,000,- 
000. The road is faced with no nearby maturities and 
has no bank or RFC indebtedness outstanding. The 
first 414’s 1980 are part of a first mortgage, the total of 
which represents a debt of less than $40,000 per mile of 
the 2,115 miles operated. Recently quoted around 65, 
to yield nearly 7% currently, this bond, while not 
of high grade calibre offers, (Please turn to page 676) 
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Gasoline refinery stabilizer at Marcus Hook, Pa. 


FACTORS WHICH 
MAY CHANGE 
THE OUTLOOK 
FOR THE BETTER 


i. is generally realized that the 
petroleum industry has an im- 
portant part to play in national 
defense through providing ade- 
quate supplies of motor fuels, 
lubricants and heating oils but 
it is not quite so generally real- 
ized that the industry has another and perhaps just as 
important part to play as a provider of rare chemicals, 
elements and synthetic motor fuels. Ordinary automobile 
type gasoline, fuel oil, greases and just plain lubricating 
oils will probably always be the major peace-time prod- 
ucts but under a war economy or under an economy of 
world isolation, other products derived from crude 
petroleum hold just as important a position as basic raw 
materials for the manufacture of explosives, synthetic 
rubbers, plastics, medicines, drugs, dyes and countless 
other synthetic organics. 

Aviation fuels and explosives are highly necessary for 
successful operation of armies, be they on the defense 
or offense. Just ordinary “run-of-the-pump” gasoline 
such as is used daily for the propulsion of countless auto- 
mobiles is of no use to drive the many thousand horse- 
powered engines of a bomber or pursuit plane; or, for 
that matter, to operate the engines of an ordinary com- 
mercial air-liner. And a bomber would be of little use 
if it were not provided with an adequate supply of bombs 
as well but the petroleum industry can furnish both 
materials in large quantities from the same basic source 
of power—crude petroleum. 

Motor fuel differs from aviation fuel mainly in its 
characteristics of combustion and the manner in which 
it is recovered from crude oil. Automobile gasoline is a 
part of crude petroleum recovered by distillation or— 
what is more used today—by “cracking” the lower 
gravity oils which remain after crude petroleum has been 
run to remove its first gasoline content. In order to 
make it suitable for today’s automobile engines it must 
he fortified with “anti-knock” ingredients to insure slow 
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combustion and to permit the use of high compression 
ratio motors for power economy. Aviation fuel requires 
a much higher anti-knock rating than is useful for auto- 
mobiles, for airplane engines have an even higher com- 
pression ratio, weigh considerably less per horsepower 
developed and must operate with an economy of fuel 
that would make it far too expensive to duplicate in 
surface transportation. Obviously, then, a special and 
definite type of motor fuel is required for aviation 
engines. This fuel is usually a combination of materials 
obtained from fractional parts of crude petroleum, most 
of which would not explode in their natural state except 
under the most unusual conditions. 


Aviation Fuel Demand High 


The demand for aviation gasoline prior to the out- 
break of the war was large but not so large that extensive 
outlays for its production were warranted. For instance, 
in 1939, it is estimated that all aircraft operated in this 
country during that year consumed approximately 
125,000,000 gallons as compared with about 100,500,000 
in the previous year and considerably lesser amounts in 
the preceding years. Of the 1939 amount, Government 
aircraft are estimated to have consumed about 45 per 
cent, airlines and miscellaneous flying activities about 
55 per cent. Now the prospect is for considerably in- 
creased demand for aviation gasoline, for commercial 
fleets are at least 25 per cent larger than in 1939 and it is 
hoped that the Government-owned aircraft in military 
service will soon be numbered in the tens of thousands 
as compared with hundreds only two years ago. 

What the eventual potential demand for aviation gaso- 
line may be can be measured by the size of the store 
which the Government is proposing to set up as an 
emergency supply. The Army and the Navy have only 
recently jointly purchased 1,000,000 barrels of aviation 
fuel for storage purposes, apart from normal supplies 
used in training and routine work. To compare this 
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Increasing Interest 


In Oil 


BY GEORGE L. MERTON 


purchase with total consumption in 1939 it must be 
remembered that an oil-barrel is reckoned as 42 gallons 
and thus makes the military reserve equal to more than 
80 per cent of total 1939 military consumption. The 
original plan was for a store of 7,500,000 barrels but 
while funds were available for their purchase the lesser 
amount was eventually decided upon for the time being. 
In 1939, combined military and airline planes numbered 
somewhere in the vicinity of 1,000 and between them 
consumed better than 2,500,000 barrels of aviation gaso- 
line. Now that commercial planes almost all have more 
and larger motors and military craft are expected to 
increase a hundred fold over the next several years 
it is probable that the petroleum industry will be called 
upon to supply billions of gallons of aviation fuel 
instead of millions. 


$30,000,000 for the purpose of increasing the potential 
output of aviation gasoline by 25 per cent, although even 
the new capacity is expected by many to be overloaded 
by the end of next year or even sooner. This expansion 
would not hold any threats of eventual unused produc- 
tion capacity for it is probable that the cost of the new 
plants will be amortized over a five-year period and, 
failing that, will be built with government funds and 
thus make available the additional facilities at a later 
date if they are required. 

Petroleum’s contribution to the manufacture of ex- 
plosives is large and important. Solvents are many and 
their uses varied. Most of the solvents are obtainable 
from petroleum and, where not directly obtainable, are 
capable of synthesis. Methane, or marsh gas, is one of 
the principal components of crude petroleum. From 
methane can be made many chemicals among them being 
the highly useful commercial solvent, wood alcohol. 
Methane is also the base for medicinals, anti-freeze com- 
pounds, cooling liquids for motors, and as a solvent for 
lacs and varnishes. Ethane is another of the rarer 
petroleum products. Ethane is the base for ethyl alco- 
hol, more commonly known as grain alcohol. Large 
supplies of ethyl compounds are used in the manufacture 
of high octane gasolines including suitable aviation fuel 
and is now one of the greatest potential sources of 
glycerine, used in the manufacture of nitro-glycerine and 
other high explosives. No country can have a too large 
supply of glycerine if any large quantities of ammuni- 
tion are contemplated. The lack of glycerine was one 
of the contributing factors to Germany’s defeat in the 
last war. Many other chemicals are currently being 
made from petroleum vapors. They include toluol, the 
basic principle of T.N.T., phenol, used to manufacture 
carbolic acid for germicides and plastics, various ethers 
for solvents and explosives and various butane combina- 
tions for solvents and the manufacture of synthetic 
rubber. 

Many of the oil refining companies are engaged in 
synthetic rubber research although Standard Oil of New 





The petroleum industry is pre- 
paring to meet the eventual 
demand. It is being done in two 
ways—through continued re- | 
search and through the expan- 
sion of already existing facilities. 
A new synthetic motor fuel is 
now being tested out by one of 
the leaders in the air-transporta- 
tion field. This new fuel has | 
power far in excess of anything 
as yet developed and is as yet 
too untamed safely to be used 
by present-day motors. It does, 
however, hold promise of higher 
powered plane engines without 
an accompanying rise in weight. 
The second, and most practical 
method under present circum- 
stances, is through expansion of 
production facilities. The pe- 
troleum industry is now plan- 
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Jersey and Phillips Petroleum are perhaps the most 
active. Standard of N. J. is probably the most active in 
the production of petroleum derivatives other than the 
usual gasoline and oils. For instance, it was announced 
late last year that Humble Oil, a subsidiary of Standard 
of N. J., was beginning to construct a $10,760,000 plant 
at Baytown, Texas, for the manufacture of toluol for 
the Government, and was also spending over $1,000,000 
in expanding the facilities of the plant at Bayway, N. J. 
Jersey has a very acceptable rubber substitute in its 
‘butyl” rubber product made from butadine. Butyl 
rubber is more easily made than the German “buna” 
for instance and the product is fast leaving the “pilot” 
or semi-commercial stage. While the output of synthetic 
rubber by Standard of N. J. is relatively small, of more 
importance is the fact that it is estimated that the coun- 
try as a whole will soon be able to produce as much as 
100,000 tons of similar products yearly and much of this 
material will require butane gas derivatives which the 
petroleum industry is capable of producing in great 
quantities, 

Phillips Petroleum is likewise an indefatigable re- 
searcher in the field of petroleum by-products and pro- 
duction methods. Phillips’ polymerization methods 
permit the manufacture of many rare gases as well as a 
considerable store of high octane gasoline. Phillips also 
has a synthetic rubber which will be in production short- 
ly. In the field of pure petroleum research, Socony-Vac- 
uum has not been remiss and this company also has 
products which will be additions to a war economy. 

Bottled gases—liquefied butane and propane—are of 
more immediate commercial importance to the oil re- 
finers since their manufacture and sales and already on 
a full production basis. Phillips Petroleum and Skelly 
Oil are among the pioneers in this field which includes 
supplies of gas for domestic and industrial purposes 
where manufactured or natural gas is not available 
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through the usual public utility sources. Last year’s 
sales reached a total volume of 300,000,000 gallons of 
liquified gases. This represented a 33 per cent increase 
over a year ago and marked the continuation of a sharp 
increase in consumption which has amounted to nearly 
1,000 per cent during the last several years. Despite the 
great volume of sales and the sharp increase in consump- 
tion, the total amount of gases distributed were equiva- 
lent to only about 3.3 per cent of the available supply 
and thus this field for the sale of such additional 
petroleum products has just been scratched. The largest 
increase in consumption of these gases has been in the 
domestic field where about 128,000,000 gallons were con- 
sumed in 1940 or about 46 per cent more than in 1939. 
The continued expansion of small home construction in 
districts remote from gas mains promises even greater 
domestic use of these petroleum gases which have a 
greater heat content and are just as economical to use 
as the artificial products. 

Of all of the petroleum products mentioned in the 
foregoing comments, aviation gasoline probably holds 
the greatest promise as a producer of revenue and ecx- 
panded consumption of petroleum products. It is pos- 
sible that over the longer term aviation activities will 
consume nearly as much petroleum as the automobile 
but, if so, that is many years ahead. The endeavor to 
achieve a perfect aviation fuel will likewise have its 
effect upon automotive fuel by making more powerful 
gasoline in greater quantities at smaller cost than at 
present. 

An important step in this direction has already been 
taken by Standard Oil of New Jersey, who has recently 
announced a continuous catalytic process for the manu- 
facture of motor fuel. So effective has this new process 
proven itself to be that the company abandoned plans 
for the construction of a large intermittent plant and is 
now building the newer plant. One of the most costly 
parts of manufacturing motor fuel through the action 
of catalysts has been the fact that the plants must be 
shut down frequently to regenerate the catalytic material. 
So frequent are these shut-downs that the most efficient 
plants heretofore were producing only about 20 per cent 
of their running time. The new process employs a flow- 
ing catalyst instead of the usual solid material and 
the liquid is now circulated (Please turn to page 680) 
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Six Stocks Priced Under 
Five Times Net Per Share 


Outlook For Dividends 


By Tue MaGazineE or WALL STREET STAFF 


Bath Iron Works Corp. 


1940 1939 Recent Price 
Year Dec. 31 earnings $2,052,179 $660,703 
Per common share................ 4.90 1.58 21 


Bath Iron Works Corp. is one of the oldest ship-build- 
ing companies in this country. In the past it was cele- 
brated for a number of famous vessels which were 
produced in the company’s yards and also for its triple- 
expansion steam engines and early gear driven turbine 
ships. In later years, Bath Iron Works has been 
operating on Government orders which include Coast 
Guard vessels, light-house tenders, patrol boats and 
destroyers. It is the des- 
trover that now dominates 
the company’s output al- 
though the company also 
has contracts to build other 
vessels; among them being 
30 cargo boats for Great 
Britain. To take care of 
the heavy back-log of 
orders it has been nec- 
essary for Bath to ex- 
pand its building facilities. 
Among the additions is a 
new yard at South Port- 
land, Me. in which ships 
will be constructed in a sort of dry-dock and thus elim- 
inate the usual launching difficulties and also a new 
yard at Harding, Me., to be used for naval construction. 
A large part of the costs of expansion are being paid 
for by the U. S. Navy. 

The sole capital obligation is 418,973 shares of $1 par 
value capital stock. At the beginning of 1940 there 
were $866,666 in bank loans outstanding but it is under- 
stood that these were paid during the course of the 
year. The company’s financial position is good. At 
the date of the latest report cash items alone were said 
to be about equal to total current liabilities of approxi- 
mately $2,000,000. Earnings of $4.90 a share were 
markedly higher in 1940 than in previous years but 
despite the gain they are not believed to have included 
any substantial profits from business contracted for 
during 1940. The elimination of bank loans which 
contained a clause restricting dividends and the rising 
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trend of earnings made it possible for the directors to 
restore equity dividend payments in 1940 with distribu- 
tions totalling $0.75 a share. It is probable that this 
year will see a substantial increase in the rate of payment. 

At the close of 1940 the company had on hand con- 
tracts amounting to about $185,306,000 of which only 
$12,535,000 had been finished. The total value of work 
performed was approximately $18,128,545 and thus 
leaves considerable volume of work for the future. 
Although production facilities are being rapidly expanded, 
contracts now on hand call for delivery as late as 1944 
and thus indicate several years of peak activity ahead 
for the company. 


Crucible Steel Co. of America 


1940 1939 Recent Price 
Year Dec. 31 earnings............ $6,230,180 $2,803,596 
Per common share...........--.-. 10.24 2.54 37 


The company is one of the largest producers of alloy 
and specialty steels in the country and in addition 
manufactures a substantial quantity of armament and 
munitions. The various steels are divided into three 
classes according to the complexity of their make-up 
and the manner in which they are produced. The most 
complex alloys include stainless, heat resisting, magnet 
and thermostatic steels as well as high-speed steels for 
machine tool cutters etc. The high grade steels are 
sold in the form of bars, sheets, plates, strips, forgings 
and wire. Most of them are the product of electric 
furnaces. Medium grade steels are less complex in 
their structure and include metal for airplane and 
automobile engines, ma- 
chinery, machine tools, oil 
drills, cutlery, machine gun 
and rifle parts ete. These 
are mostly made in open 
hearth furnaces. The third 
grade is known as com- 
mercial carbon steel and 
is sold mostly for further 
processing by others. Arm- 
ament products include 
shells, bombs, gun-forgings, 
torpedo and __ periscope 
tubes. 
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The capital structure consists of approximately $16,- 
250,000 in funded debt; including $15,000,000 of 314’s 
1955 recently issued to retire the formerly outstanding 
4¥%’s. The funded debt is followed by 334,320 shares 
of 5% convertible, $100 par value preferred and 445,197 
shares of no par value common stock. The latest balance 
sheet indicated a strong position. Current asset ratio 
was approximately 3.5 to 1 with cash alone well over 
half the total current liabilities of $9,736,000. Inven- 
tories of $20,546,000 were relatively heavy but nearly 
30 per cent of the total amount consisted of raw ma- 
terials, including substantial supplies of alloying mate- 
rials which may later be scarce. 

Last year approximately 47 per cent of gross sales 
accrued from high grade steels while ordnance produced 
only about 7.5 per cent. It is not likely that this year’s 
dollar volume of high grade steel sales will decline but 
it is probable that the quantity of ordnance sold will be 
considerably higher. Thus it is likely that total sales 
for 1941 will continue to rise sharply. The company is 
well situated for all of its basic raw materials since it is 
fairly well integrated. Most of the alloying materials— 
with the possible exception of tin—are obtainable from 
as yet war-free sources and present no immediate diffi- 
culties. Early dividend payments on the common 
shares are possible. 


B. F. Goodrich Co. 


1940 1939 Recent Price 
Year Dec. 31 earnings... .. $6,104,993 $6,628,746 
Per commen share................ 3.10 3.50 12 


Goodrich is rated as being the fourth largest manu- 
facturer of rubber goods in this country. The output 
includes the full line of products ranging from giant 
airplane tires, through automotive equipment to foot- 
wear and other rubber items. Goodrich has been 
devoting particular attention to the development of 
synthetic rubber and its Koroseal product has found 
a wide range or adaptation including antomobile tires, 
golf-balls, rubber heels and tank linings for storage of 
corrosive materials. While the synthetic product is 
important for the long term it is still relatively unim- 
portant as a producer of revenue. The company has 
no rubber plantations but buys all of its crude rubber 
requirements in the open market. 

The capital structure consists of $40,200,000 in bonds 
and serial bank loans, 412,031 shares of $5 dividend 
preferred and 1,303,255 shares of no par value common 
stock. The latest balance sheet indicated a satisfactory 

financial position. At that 
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higher than for 1939, an almost 100 per cent increase 
in taxes held net income below that of the previous year 
with the result that earnings per share were lower. 
Excess profits taxes are, however, not one of the com- 
pany’s immediate problems for on the present basis of 
calculation of this tax, Goodrich is exempt up to approxi- 
mately $3.80 a share. 

At some later date it is possible that Goodrich will 
feel a scarcity of crude rubber although the prospect is 
not immediate. In the interim, the company has sub- 
stantial defense business on its books and the outlook 
for the sale of replacement automotive equipment and 
mechanical goods is regarded as favorable. The reduc- 
tion of approximately $1,000,000 yearly in fixed charges 
secured in recent years will help earnings. Goodrich has 
recently joined Phillips Petroleum to manufacture 
Ameripol, synthetic rubber, and is continuing its re- 
search activities. 


Mohawk Carpet Mills, Inc. 


1940 1939 Recent Price 
Year Dec. 31 earnings $1,597,204 $1,798,568 
Per common share........ : 2.90 3.29 15 


Mohawk Carpet Mills manufactures all of the stand- 
ard weaves of rugs and carpets within a wide range of 
selling prices. The company is completely integrated; 
combing, spinning, dyeing and reeling its own raw wool 
and cotton in its extensive plants at Amsterdam, N. Y. 
In addition to its weaving activities, the company 
manufactures its own looms and operates its own ma- 
chine shops. Some large retail outlets are sold direct 
on a contract basis but 
the greatest part of the 
company’s distribution is 
obtained through a wide- 
spread jobber organization. 

The company has no 
funded debt and the last 
of the previous bank loans | 
were paid off during 1939. s\- asian 
The sole capital obligation 
at the present time is an 
issue of 543,400 shares of | 
$20 par value common | 
stock. The financial posi- 
tion at the close of 1940 
was strong. Total current assets of $13,686,544 were 
better than 7 times greater than total current liabilities 
of $1,890,204. Cash alone was $1,128,962 and inventories 
of $8,929,934 were slightly lower than in the previous 
year. No inventory adjustments were necessary in 
1940 although Federal Income taxes of $625,000 were 
$146,000 higher than a year ago and in addition it was 
necessary for the company to pay $275,000 in excess 
profits taxes. Despite lower net income, dividends 
were increased to $1.25 a share as compared with $0.75 
a share in 1939. 

Floor covering sales follow closely the rise and fall 
of consumer buying power and on that basis it would 
appear as if another favorable year is ahead for the 
company. Most of the carpet wools are imported and 
are not in too ample supply but Mohawk still has a 
substantial inventory of needed materials. The adoption 
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of a “last in-first out” inventory plan has removed the 
profit possibilities from the inventory but it has also 
made the needs for inventory write-downs less drastic 
with a consequent partial stabilization of future earn- 
ings. Excess profits taxes will probably take an increas- 
ing toll of earnings but the gain in sales will probably 
be sufficient to permit earnings moderately in excess of 
last year’s results. No immediate change in dividends 
is probable. 


Paramount Pictures, Inc. 


Earnings Per Share 
SO washes ended Jem, 4, 1940. « «oc. 5 osc. cones cece scenes $2.63 
BO waeks entled Dee, 30, 1989. .... 55 ose ccc cece ccecdeeceeees 1.08 
IE opi se. i Guth GSs'eqs by vies ecko badne ka 1014 


The company is a completely integrated motion 
picture producing and exhibiting unit and is one of the 
largest in the country. Mostly through subsidiaries, 
Paramount operates about 1,000 theatres which are 
either owned or controlled. The great majority of the 
theatres are located in the United States and Canada 

with a comparative few in 
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$ which eliminated the previ- 
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oe arabe as bookings” whereby the ex- 
hibitor must take a certain 

number of poorer pictures 








in order to obtain the 
“hits.” In former years the elimination of such bookings 
would have been serious but the company’s products 
have recently been of better than average quality so 
that the demand for all pictures produced is good. 
Pictures are made in Hollywood, Cal., and at times, in 
the Long Island Studio, New York. A new Los Angeles 
studio will eventually replace the Hollywood plant. 
The company was reorganized in 1935 and thereby 
divested itself and its subsidiaries of a number of un- 
profitable situations. Since that date the management 
has devoted its efforts toward simplifying the capital 
structure and reducing remaining debts. Acquisition 
of its own bonds and preferred stocks in the open markets 
as fell as continued rearrangement of the funded debt 
and loan structure in the interest of economy make an 
accurate near term statement of the capital structure 
difficult. At the date of the latest available balance 
sheet, the total funded debt—which included long term 
notes as well as debenture bonds and subsidiary obliga- 
tions—totalled $34,486,448. Since that time the com- 
pany has shifted bank loans and indicated its intention 
to issue $2,500,000 in 314’s to 5 banks. The apparent 
purpose of the issue is to combine with cash on hand 
to further simplify the capital structure through the 
retirement of preferred shares. There are now outstand- 
ing 134,189 shares of 6% dividend, $100 par first pre- 
ferred, 532,470 shares of 6% dividend, $10 par value 
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second preferred and 2,465,927 shares of common. The 
company’s cash position is strong. 

Drastic economies in recent years have placed pre- 
viously unprofitable operations on a producing basis. 
Simplification of the capital structure will assist earn- 
ings. Despite heavy previous dependence upon foreign 
income, domestic economies and better business have 
offset the foreign loss and should continue to do so. 


Wheeling Steel Corp. 


1940 1939 Recent Price 
Year Dec. 31 earnings $5,663,930 $5,560,753 
Per cormon share.......... 4 6.59 6.40 25 


Wheeling Steel Corp. is primarily a producer of “light” 
steels such as sheets, tin plate and strips. Pipe and 
wire products are also manufactured although these 
items account for less than 25 per cent of the total 
output. The company is 
fairly integrated, having 
interests in producers of 
iron ore and coal. The 
mills’ hot finishing capacity 
is about 1,750,000 tons 
yearly. Approximately 25 
per cent of the company’s 
steel production is taken 
by the company’s subsi- 
diaries for further process- 
ing. The best outside 
customer is the automobile 
industry which takes an- 
other 25 per cent of the 
output. Sales offices and warehouses are located in the 
principal industrial cities of the country. 

The capital structure consists of $31,500,000 of 414 per 
cent bonds due in 1966, 363,051 shares of $5 convertible 
prior preferred stock and 14,156 shares of 6 per cent 
$100 par value preferred shares. The preferred stocks 
are followed by 569,616 shares of no par value common 
stock. The 6 per cent preferred is convertible into 1 1-3 
shares of common stock until the preferred stock’s 
redemption date, which is April 1, 1941. An exchange 
plan which offered 1 share of prior preferred and %4 
share of common stock for each share of 6 per cent pre- 
ferred will remain open to March 14. The latest balance 
sheet available disclosed a strong financial position. 
Total current assets of $45,229,106 were substantially 
greater than the total current liabilities of $8,137,000 
which included notes payable of $1,000,000. Since that 
time the notes have been eliminated and the cash position 
has been improved. 

Although the company is principally a manufacturer 
of light steel it will probably experience a heavy demand 
for its products despite the fact that demand from the 
automotive industry will abate later in the year. Of 
particular importance is the company’s ability to produce 
pipe and similar products which are in strong demand 
for ship building as well as for armament purposes. 
Elimination of the 6 per cent preferred stock and its 
accumulated dividends will place the common stock 
in line for early dividend consideration. If dividends 
are paid on the common it will be the first payment on 
the present shares. 
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Taxes Cut Woolworth’s Profits 
With Sales at Record Higsh 


Outlook for British Subsidiary Uncertain 


BY ROGER CARLESON 


i F. W. Woolworth Company has demonstrated that 
the saturation point in the company’s sales has not as 
vet been reached. The 1940 annual report disclosed sales 
at a 28-year peak and the rate of increase more than 
satisfactory under prevailing conditions. At the close of 
last year there were 2,027 stores in operation as com- 
pared with 2,021 in 1939. Average annual sales per unit 
in 1940 were $165,000 as compared with $157,000 a year 
before, thus indicating a moderate increase in sales per 
unit as well as a somewhat larger number of outlets. 
It is the intention of the management further to increase 
the number of units in operation when suitable situa- 
tions present themselves and, what is even more impor- 
tant from the unit sales viewpoint, to increase the size 
and scope of proven units already in operation thereby 
further exploiting known favorable locations. 

And, surprisingly enough, Woolworth’s British sub- 
sidiary, F. W. Woolworth & Co., Ltd. England, did bet- 
ter than in 1939 on both sales and profits. Woolworth, 
Ltd., reported net income of £7,958,159 before taxes as 
compared with £7,612,601 in 1939. Higher taxes in 
England took their toll of earnings just the same as they 
did here, for the British tax reserve was £1,360,185 higher 
than a year ago at £4,310,910. Woolworth, Ltd., paid a 
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total of 3 shillings 3 pence per share in dividends out 
of 1940 earnings although due to extra taxes, not all of 
that sum accrued to the American company. In fact, 
because of higher British taxes on dividends and adverse 
exchange rates, the amount received by the parent com- 
pany was $1,811,270 short of the sum received from 
the same source in 1939 although the gross dividend 
payments were the same in each year. Nevertheless, in 
spite of heavier British income taxes and the setting up 
of several reserves, Woolworth, Ltd.’s surplus rose 
£321,624 to £6,782,741. 

What the future may hold for the English and Ger- 
man subsidiaries of Woolworth is more unpredictable 
than the outlook for American, Canadian, Cuban and 
possibly later South American outlets. The British prop- 
erties have been carried on the books of the company at 
$40,591,560, which covers the cost of the controlling 
stock plus Woolworth’s share of accumulated undistrib- 
uted surplus earnings up to December 31, 1939. The 
actual market value of the investment is indicated at 
$171,816,048 or roughly $131,000,000 more than the 
book value. 

On the same basis, the German subsidiary, F. W. Wool- 
worth Co., G.m.b.H., is carried on the books at Rm. 11.- 
473,859 but with no actual market value indicated. The 
German situation is by far the more precarious of the 
two but if the German investment had to be written off 
completely in any one year, it would be equivalent to 
less than $1.20 a share of American common stock and 
probably would not cause any revision in the current 
dividend rate since a reserve of $6,000,000 for this pur- 
pose has already been set up. Total elimination will 
probably be necessary if the United States engages for- 
mally in.the war but in the event that the final step 
should be avoided, then even the German subsidiary 
would unquestionably offer some salvage value. 

While 1940 sales were $16,635,156 higher than in 1939, 
costs of sales and expenses were $25,600,000 higher and 
thus nullified a 5 per cent gain in sales by an 8 per cent 
rise in selling costs. Most of the increased costs were the 
result of higher taxes. Net profits from store operations 
before deducting tax reserves were $30,877,848 or $1,077.- 
547 higher than a year ago. The necessity of increasing 
tax reserves by $2,400,000; a decline in British receipts 
as explained above and the elimination of the usual 
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Woolworth's New York "trial store'’ where new articles are tested for sales appeal before being offered throughout the nation. 


share of undistributed earnings all combined to reduce 
net income to $24,104,815 as compared with net income 
of $29,310,353 in 1939. The 1940 report indicates clearly 
that domestic and foreign taxes will have to be reckoned 
with in the future but it does not indicate that Wool- 
worth’s usually shrewd merchandisers cannot improve 
certain profit margins to a point where they will at least 
partially offset some of the increased costs. There is as 
yet no indications that per share earnings are close to 
a ceiling, except as curbed by taxes, any more than there 
are signs that the volume of annual sales will no longer 
expand. 


Costs Closely Controlled 


Taxes and exchange losses are uncontrollable but other 
costs are within the power of management to hold in 
check. This is true of Woolworth. All store cost items 
are closely watched and apart from wages, the ratio of 
operating expense to sales in 1940 was about the same 
as in 1939. Wage costs were moderately higher but this 
was due in greatest part to larger sales staffs made nec- 
essary by the increased number and size of the sales 
outlets. The elimination of most foreign manufactured 
merchandise from the stores has resulted in a slight de- 
cline in gross profit margins but inasmuch as 99.88 per 
cent of all of the merchandise now sold is American made, 
no difficulty in obtaining adequate supplies of replace- 
ment materials for later sales is indicated. 

During 1940 the company was engaged in the con- 
struction of 20 new stores and the modernization of 129. 
This brings the total of new and modernized units con- 
structed since the beginning of the building program in 
1936 up to 875 out of the total number operated. And 
the program is by no means completed. In order to 
provide ample funds for this purpose as well as to con- 
serve working capital, Woolworth sold a new debenture 
issue of 15-year 24% per cent bonds due in 1955. The 
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issue was $22,000,000, sold privately, and of the amount 
obtained, $10,000,000 was used to retire an older issue 
of 3 per cent debentures while the remainder is to be 
used further to expand and modernize. 

Partly as a result of the financing, cash items at the 
year end amounted to $28,073,663 as compared with 
$21,286,797 at the close of 1939. Inventories were shown 
at a total of $50,669,460 to which would eventually be 
added merchandise in transit amounting to $1,230465 
more. Actual inventories were approximately $8,000,000 
larger than at the close of the previous year but under 
prevailing conditions, the management felt that such a 
position was well justified. 

Total current assets of $80,880,573 were approximately 
41% times as large as total current liabilities of $18,.842.- 
149 and net working capital of $62,039,000 was ample 
for the company’s nearer term needs. Apart from the 
new debenture issue already described, the only funded 
item prior to the 9,750,000 shares of $10 par value com- 
mon stock currently outstanding was purchase money 
mortgages in the amount of $2,439.750 .In addition to 
the $6,000,000 reserve against German investments there 
were reserves of $398,984 for foreign exchange losses and 
one for $100,000 for Employee’s Sick Benefits. The for- 
eign exchange loss reserve was $58,000 higher than a 
year before. 

One of the features that have made Woolworth shares 
attractive to investors is its as yet unbroken dividend 
record. The present $2.40 annual rate was established 
in 1929 when the par value of the stock was changed 
from $25 to $10 a share. In 1931 a special situation made 
desirable the distribution of an additional $2 a share 
which raised the year’s total to $4.40 a share but since 
then, the $2.40 rate has been maintained. Past experi- 
ence has shown that the management is not loathe to 
make up the difference between actual earnings per share 
and the prevailing dividend rate should earnings fail 
fully to cover the needs in (Please turn to page 677) 
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Success Story 


One of the most remarkable scien- 
tific and commercial achievements 
of recent years is sketched briefly 
and somewhat prosaically in the fol- 
lowing item from the pamphlet re- 
port of E. I. du Pont de Nemours 
& Co.: 

“Nylon yarn won wide public ac- 
ceptance in this its first year on the 
market. It has thus far been used 
principally by hosiery manufactur- 
ers, who made about 35,000,000 pairs 
of women’s nylon stockings in 1940; 
at the end of the year women’s nylon 
stockings were being manufactured 
at the rate of 68,000,000 pairs an- 
nually. Nylon yarn also is being 
used in the manufacture of men’s 
socks, sewing thread and fishing 
lines. In the form of a monofila- 


ment, nylon is used for surgical 
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sutures, racket strings, fishing lead- 


ers and as bristles for many kinds . 


of brushes. It also is used as an 
insulation in coverings for electrical 
wires. Heavy nylon yarns are being 
used in parachute safety belts, straps 
and cords by aviation industry. 

“In November, the company re- 
duced its selling prices of nylon by 
about 4%, 

“The first unit of the nylon yarn 
plant at Seaford, Del., began opera- 
tions in December, 1939. The second 
unit in November, 1940. Construc- 
tion of an additional plant at Mar- 
tinsville, Va., was started in 1940.” 

This sort of thing does not happen 
in Russia. It would not happen here 
if politicians and bureaucrats were 
running du Pont. And, it is proof 
positive of what inevitably develops 
when constructive brain power goes 
to work without bridles and reins. 





High operating levels at the plant of Lima Locomotive Works impart particular 
stimulus to the company's small issue of stock outstanding. 
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Dividends 


Cash dividends were paid _ last 
year on 69.6 per cent of all common 
stocks listed on the New York Stock 
Exchange and on 74.6 per cent of 
all listed preferred stocks. Total 
dividends of $2,098,952,000 equalled 
return of 5.7 per cent on the year’s 
average market value of all listed 
shares, the highest yield basis since 
1932. Since 1930 aggregate divi- 
dends on Stock Exchange issues 
have amounted to $19,650,000,000 
and have represented an average of 
4.9 per cent on total market values. 
The figures are worth pondering in 
these days when Government bonds 
yield less than 24% per cent and 
when the “safety first” state of mind 
is about as extreme as was the “get 
rich quick” state of mind in 1929. 
The capitalist system isn’t dead— 
just bent! 


Volume and Taxes 


Companies which are assured of 
exceptionally large sales gains this 
year will earn higher profits despite 
further tax increases. Prominent 
among such are most railroad equip- 
ment companies. Backlogs are enor- 
mous and total deliveries of railway 
rolling stock and armaments will top 
those of 1940 by a very wide margin. 
Vulnerability of the group to excess 
profits taxation on an invested capi- 
tal base is relatively moderate. 
From high of last November such 
issues as American Brake Shoe, 
American Car & Foundry, American 
Locomotive, American Steel Foun- 
dries, Baldwin, Lima Locomotive, 
New York Air Brake and Westing- 
house Air Brake declined an average 
of 22 per cent to recent lows, com- 
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pared with decline of 21 per cent for 
our 290 stock index. As rail equip- 
ments normally fluctuate much more 
sharply than the average, the indi- 
cated resistance was relatively good. 


Peace Hedges 


Speculating on peace may be pre- 
mature but in some instances long- 
headed _ speculative -investors are 
already doing it. Consumer goods 
companies and war orphans, such as 
Nickel, are obvious candidates. 
Down nearly half-way from last 
autumn’s highs, however, our favor- 
ite speculative peace hedge would 
be the air transport stocks. Tre- 
mendous long term growth is ahead. 
After the war surplus aircraft manu- 
facturing capacity should mean bet- 
ter commercial equipment at lower 
cost. There will be many more air 
fields and an abundance of human 
material for pilots. This is not to 
say that the stocks have made bot- 
tom for the duration. On that you 
make your own estimate. 


Speed 


Industrial managers have not had 
a good press in recent years. Now 
national defense work, whether 
otherwise profitable or not, is giving 
them an opportunity to regain pub- 
lic good will. In more and more 
publicity and advertising emanating 
from General Motors, Chrysler, 
Ford and numerous others there will 
be pardonable pointing-with-pride to 
the record-breaking speed with 
which this or that new defense plant 
has been constructed. Besides the 
matter of good will, they are pri- 
vately relishing the chance to show 
the political boys how to get it done! 


Reorganized Rails 


On February 27 trading started 
on the New York Stock Exchange in 
the new securities of the recently 
reorganized Chicago & Eastern IIli- 
nois Railroad, marking the first of 
the Class 1 roads to complete reor- 
ganization under section 77 of the 
National Bankruptcy Act. Another 
road, the bonds of which will soon 
emerge from the defaulted category, 
is the Chicago Great Western, in 
which case transfer of the property 
was recently approved and distribu- 
tion of the new securities is expected 
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Changing Investment Values 


Growth Companies 


Name 1937 High 1938 Low 1940 Low Recent Low 
ee 10714 67 79 77 
Fe 55 361% 49%, 46 
IIIS 5.2550 5 5 30.0 ko see ea aeedanes 323% 8 41%, 40 
MONI ooo 6.5555 go ooo swe Sod oc cb une enaues 143%, 87% 127% 122 
IT ANRIIIISS 2 5 coo oiinke da bic hewcnewaniees 3014 85 2414 33 
NIE nia s Ces Saas sais eeticnaaewe ce Os 39% 1114 25 26 
Climax_Molybdenum....................2.000. 41 3214 251% 26% 
» CERISE eee pak eee enter a 23%, 155% 33 315 
MINE galas og cic cessor cds aoa aac eeews 48 17%, 23 34 
RMU 3 oo 5 cece sicancacconwcencaesas 111, 57 59% 60 

Stable Income Companies 
ONIN 8 iy) ects so alee nee in aes 33% 1514 16% 163, 
International Shoe.................0.205. 494, 28 25 29% 
NaI oe by a ara aiartst bch oda Dae eee cena wns 28 15 17 185% 
DS EOE OLE ET SCRA TTI Tee . 47 28 38 39% 
PI TRIAGE: © oo o.oo ee seh eda eee: 187 111 145 156%, 
MAMI URINE Ds 6 6565.6 es occ nt ntea deuce 995% 583, 68%, 67¥, 
III hot oS oo sa oa yaw a eas ; 24, 123 23% 24 
6. 25.0 sm vad bb en aeeeh se eeens 681, 45%, 49%, 50 
Commonwealth Edison... . so... 5. ccc cccccseses 33 2214 25% 27% 
NEN rie trate sansa ca dadeees i 863, 50 60 61 





to begin at an early date. While 
the total of securities involved in the 
emergence of the C. & E. I. and Chi- 
cago Great Western from _bank- 
ruptcy is not large in relation to the 
total of rail bonds still in default, it 
may well signify the beginning of 
important reductions in the huge 
total of defaulted rail obligations 
still traded “flat” on the Stock Ex- 
change. Erie seems likely to be next 
in line to join the list of reorganized 
roads. 


Shipping Priorities 


World shortage in ocean ship bot- 
toms will get more acute, indicating 
approach of priorities for different 
types of ocean freight. This, plus 
high freight rates, will give relative 
advantage to domestically produced 
products. Sugar is an outstanding 
case in point. There will be less and 
less logic in moving it from such dis- 
tant points as the Philippines and 
Hawaii, more and more logic in ex- 
panded domestic production. Sugar 
stocks lapsed into a long coma after 
mistaken inflationary surge on out- 
break of war. Outlook for best situ- 
ated companies is better now than 
then, but market response thus far 
has been mild and cautious. 


Paper 


Recent price of 13 for Interna- 
tional Paper common is but slightly 


more than two times 1940 net of $6 
per share. Among large companies, 
this represents one of the most ex- 
treme examples of the prevailing dis- 
trust of war-time earnings. The 
abnormality in the paper industry, 
however, is more the favorable price 
situation than exceptionally large 
volume. In volume, paper is and 
long has been a dynamic growth 
industry. In 1939, before the arma- 
ment stimulus to general business 
was felt, per capita consumption was 
23 per cent above 1929, 95 per cent 
above 1914. In the same year, per 
capita consumption of paperboard, 
fastest growing section of the indus- 
try, was 50 per cent above 1929, 
285 per cent above 1914. Paper is 
one of the biggest industries, with 
estimated $2,500,000,000 investment 
in some 800 domestic mills large and 
small; and with annual product 
value now around $2,000,000,000. 
There is further growth ahead, but 
with lower prices and profit margins 
over the long term than now prevail. 
While $6 per share profit for Inter- 
national Paper is abnormal, price- 
earnings ratio of about two times 
net is even more abnormal. 


British Holdings 


With passage of the lend-lease bill 
imminent, one market handicap is 
removed. The British will not be 
under the necessity of liquidating 

(Please turn to page 680) 
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The Personal Service Department of Tok MaGazine oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 


dollars in value to you. 


1. Give all necessary facts, but be brief. 


It is subject only to the following conditions: 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does aot enclose stamped, self-addressed 


rnvelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Continental Baking Co. "B" 


My investment in Continental Baking 
amounts to 200 shares bought at 8% some 
time ago. You can understand my anciety 
with share prices for Continental “B” where 
they are now. Why is it that despite sub- 
stantially higher volume in 1940, earnings 
have fallen under 1939? Do 1941 prospects 
tndicate substantial betterment? Is Conti- 
nental beginning to feel the effects of in- 
creased purchasing power in industrial areas? 
Are greater profits being shown on pastries 
which I understand prove an important source 
of income during prosperous times? Do you 
believe that the common shares should begin 
to respond marketwise now? Should not the 
reducti. » of the arrears on the preferred now 
aid the position of the common? Your advice 
now on the appreciation prospects for the 
wil be very much welcomed.— 
New: York, N. Y. 


common 
ee eae lige 

For the year ending December 28, 
1940, Continental Baking Co. lost 
$1.02 per class “B” share as against 
a loss of 68 cents a share for the 
year 1939. The cost of sales and 
operating expenses for the year 1940 
increased more than the increase 
registered in net sales for the period. 
Consequently operating income 
showed a decline of approximately 
$900,000 for the period. Operations 
in recent years have not been favor- 
able since a loss has been reported 
on the class “B” stock every year 
since 1929 when 12 cents per share 
was earned. These results are of 
course figured after preferred divi- 
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dend requirements and while the 
aggregate net operating results of the 
company have not produced losses 
the net applicable to this class of 
common stock has been nil. 

This company is reported to be 
the largest unit in the bread making 
field but its percentage of the total 
sales is only about 4 percent. Ap- 
proximately 75 percent of the dollar 
sales of Continental Baking are rep- 
resented by bread, while the re- 
mainder is in cake and pastries. The 
latter division has, in the past, pro- 
duced a greater percentage of profit 
due to tremendous competition in 
the former. 

The financial position has re- 
mained relatively strong and as of 
December 28, 1940, total current 
assets were $9,726,666 as against 
total current liabilities of $2,232,672. 
Equity per preferred share was ap- 
proximately $94.74 at that time. 
The capital structure is rather com- 
plicated with 400,900 shares of $100 
par 8% cumulative preferred stock, 
291,813 shares of no par class “A” 
common and 1,999,900 shares of class 
“B” common stock. Cumulative un- 
paid dividends on the preferred and 
additional special dividends of ap- 
proximately $5 per share which in 
the aggregate totaled approximat ly 
$2,004,500 have yet to be paid before 
any dividends can be distributed 


Qnauini 


on the class “A” common. stock. 
On January 9, 1941, this company 
along with Ward Baking Co. and 
General Baking Co. and eight other 
concerns were indicted on charges of 
endeavoring to fix bread prices in 
several of the Eastern states, report- 
edly in violation of the Sherman 
Anti-Trust Act. Operating taxes are 
increasing and tend to become more 
burdensome especially in view of the 
smaller earnings and the unfavorable 
leverage factor at this time. While 
it is possible that consumption may 
tend to increase especially in the 
more profitable lines we do not view 
the future of the class “B” stock in 
an especially favorable light. The 
cutting down of the arrears on the 
preferred stock is, of course, favor- 
able but at the beginning of 1941 
there was still approximately $5 
per share still unpaid. For one de- 
siring volatility we do not feel that 
Continental Baking “B” will be out- 
standing although in a general ad- 
vancing market it should have a 
sympathetic move. For anyone will- 
ing to assume such risks the stock 
may be retained as a speculation. 





Allis Chalmers Mfg. Co. 


Do your analysts believe that the 1941 out- 
look for Allis-Chalmers is sufficiently good to 
warrant an additional purchase of 50 shares 
of this stock at market, aware of the fact 
that I now hold 75 shares bought at 40 
and that steady appreciation 1s my am as 
well as income? What is the total amount of 
unfilled business Allis-Chalmers now has on 
hand? What should this mean in terms of 
earnings? Are backlogs mainly made up 
of tractor business? Has the company begun 
to feel the effect of priorities in its regular 
farm implement business? Has the company 
yet received defense contracts? Should they 
prove as profitable as production for normal 
channels? Has the company set aside reserves 
for taxes—or are the effects of taxes still to 
be felt on earnings? Kindly give me all 
data.—M. M., Toledo, Ohio. 


The earnings of Allis Chalmers 
Manufacturing Co. showed a sharp 
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up-turn for the first nine months 
ending September 30, 1940, when 
92.12 per share was earned as com- 
pared with $1.49 for the correspond- 
ing period 1939. It is estimated 
that for the full year 1940 approxi- 
mately $2.75 per share was earned. 
It is forecasted in this connection 
that 1941 results will be at a higher 
rate than 1940 which will augur well 
for improved dividend distributions 
for the company. 

In addition to being one of the top 
ranking manufacturers of electrical 
equipment and heavy industrial ma- 
chinery, Allis Chalmers from a sales 
standpoint is the third largest manu- 
facturer of farm tractors and imple- 
ments. The company’s rapid rise to 
a leading position in the farm equip- 
ment industry is a comparatively 
recent development, reflecting no 
small measure of credit upon the 
management and the company’s ex- 
ceptionally strong competitive bid 
in the form of such development as 
pneumatic (tires and tractors) and 
a new small combine and _ tractor, 
priced substantially lower than this 
equipment has ever been made avail- 
able to the farmer. In 1939 about 
56 percent of sales were derived 
from the farm machinery business, 
while electrical equipments and _ in- 
dustrial machinery amounted to ap- 
proximately 23 and 21 percent 
respectively. Foreign business does 
not ordinarily account for more than 
about 10 percent of total sales and 
most of it is with countries in this 
hemisphere. At the close of 1939 cur- 
rent assets in foreign countries were 
located mostly in Argentina and 
Canada, with some in England, and 
their aggregate was barely 8 percent 
of total current assets. As of Sep- 
tember 30, 1940, total current assets 
including $10,283,199 in cash totaled 
$64,278,879 as compared with cur- 
rent liabilities of $12,758,674. As of 
September 30, 1940, the amount of 
orders booked for the nie months 
ending on that date was $78,530,847 
as compared with approximately 
$65,000,000 for the comparable 
period of 1939. Unfilled orders as 
of September 30, 1940, totaled ap- 
proximately $31,718,000, while about 
$1,000,000 additional had _ been 
booked up to about the 15th of De- 
cember, 1940. 

The capitalization of this com- 
pany presents one of favorable lever- 
age since there is $25,321,500 of 
4% debenture bonds due in 1952. 
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These bonds are convertible into 
stock at $80 per share up to Sep- 
tember 1, 1941, and at later dates 
at gradually higher prices up to 
August 1, 1952. There is no pre- 
ferred stock and only _ 1,776,092 
shares of no par common stock out- 
standing. Dividend distributions 
have fluctuated in recent years but 
in view of the advancing trend in 
earnings we feel that liberal distribu- 
tions will be made in the future. 
We see no reason why it would 
not be advisable to increase your 
holdings in this company in conjunc- 
tion with the timing as given in the 
Magazine or Watt Street. The 
backlog of unfilled orders is at an all- 
time high and while the majority of 
it is composed of defense orders, that 
is, either direct or indirect, the com- 
pany should increase profit margins 
if for no other reason than ability to 
operate at capacity levels. The ex- 
act amount of this increased business 
which will be carried down to net 
operating results is, of course, prob- 
lematical but in view of the wise 
and judicious management of this 
company we feel that it is worthy of 
optimism. It is believed that the 
quarterly rate of 50 cents per share 
will continue to be disbursed and 
the outlook for the company is 
favorable for the vear 1941. 





Air Reduction Co., Inc. 


Since I bought my 125 shares of Air Re- 
duction at 57, you can understand my writ- 
ing you for information regarding the appre- 
ciation prospects of this stock. Are tax fears 
solely responsible? I thought this company’s 
earnings have been increasing at a rate suf- 
ficient to over-balance higher taxes. Is that 
true? What-are the company’s earnings for 
1940—how do they compare with 1939 and 
1938? Are there other factors in the offing, 
such as rising costs of labor, price controls, 
limitations on arms business in general which 
may dampen the company’s profit prospects 
for 1940? What is the earning outlook for 
the company’s major products, oxygen and 
acetylene, for 1941? How should the value 
of Air Reduction be influenced by its 25% 
interest in U. S. Industrial Alcohol? Do you 
believe $2.50 per share earnings after taxes 
is too much to expect for 1941? Please give 
me a comprehensive summary of the outlook 
for this stock marketwise and from the stand- 
point of income.—E. J. T., Palm Beach, Fla. 


For first nine months ending Sep- 
tember 30, 1940. Air Reduction 
Co., Inc., earned $1.77 per com- 
mon share as against $1.37 for the 
comparable period of 1939. This 
company during recent months has 
been able to continue the improving 
trend in sales and profits which 
started in 1938. In 1939, $1.98 per 
share was earned against $1.47 in 
1938. It is estimated that full year’s 
sales will be in the neighborhood of 
$36,000,000 which would represent 
the highest record in the company’s 
history. 

Profits are expected — to 
show a substantial increase and to 
approximate $2.50 per share for the 
full year. This favorable perform- 
ance appears to be continuing in 
1941 and it is expected that first 
quarter results will be approximately 
15 percent greater than the last 
quarter of 1940. Excess profits taxes, 
however, will tend to restrict future 
gains in earnings but it is not ex- 
tremely vulnerable. 


also 


The financial position remains 
characteristically strong and favor- 
able dividend distributions have 


been possible in recent years. In 1940 
$1.75 was paid but it is expected 
that in 1941 some increased dis- 
tributions will be made barring, of 
course, unforseen developments in 
the tax program or measures restrict- 
ing profit gains. In short, the divi- 
dend outlook is favorable. 

This company is also favored with 
a capital structure which is relatively 
simple; no funded debt or preferred 
stock and only 2.711.157 
no par common stock as of March 
21, 1940. It has a minority interest 
in United States Industrial Alcohol 
which was obtained several years 
ago. This interest amounts to ap- 
proximately 98,000 shares or an in- 
terest of approximately 24 percent. 
Recently the company added to its 
varied investments by purchasing a 
$2,000,000 issue of convertible de- 
bentures and 28,571 shares of com- 
mon stock of Vanadium Corp. of 
America. These debentures, how- 
ever, are convertible into common 
stock at approximately $42.50 per 

(Please turn to page 671) 
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You Will 


When to Buy and When to Sell... 
For Capital Growth Possibilities 


OUND common stocks, low and moderate in 

price, form our Unusual Opportunities Program. 
Price alone, however, is not enough. On account 
of this very factor, all issues considered have to be 
listed on the New York Stock Exchange and pass a 
rigorous check made by our analysts. 


Every stock selected must represent a special situ- 
ation offering outstanding appreciation possibilities. 
Currently, it should be in a position to benefit and 
move ahead as a result of our huge armament pro- 
gram ... in this period of transition from peacetime 
to wartime economy. 


Only $1000 Required... This Unusual Opportu- 
nities Program is one of the most popular provided 
by THE FORECAST. With $1000, it may be fol- 
lowed in !0 share lots, generally on an outright 
basis. With a larger amount, you may proportion- 
ately increase your operating unit. The maximum 
number of stocks carried at one time is five. 


Capital or collateral goes a long way in taking 
advantage of these low and moderate priced trad- 
ing mediums. 


Price Appreciation Prospects .. . At current 


market levels, many selected stocks that meet our 


Unusual Opportunity qualifications are selling within 
our price limit. Throughout recent market move- 
ments these issues have been reanalyzed. From this 
new group, our recommendations will be made. 


Now, temporarily quoted under 25, these stocks 
should outstrip the market in its next short term 
advance. They should prove advantageous replace- 
ments for stocks that are confronted by priority 
restrictions and reduced profit margins due to 
higher taxes. They represent companies whose 
phenomenal net earnings are due to be reflected 
in higher market prices. 


2 Stocks Selected . . . Two Unusual Opportun- 
ities . . . averaging under 22 have been selected. 
They will be recommended to you as a FORECAST 
subscriber . . . when our market technicians feel 
it is the most opportune time for you to buy in line 
with the general outlook. 


Commitments will then be kept under our continu- 
ous supervision and we shall advise you . . . by 
telegram and by mail . . . when to close them out 
and whether to keep your funds liquid or make new 
purchases. 


Mail the coupon below to take an advantageous 
position in these two Unusual Opportunities. 
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Per capita Business Activity has receded 
fractionally during the past fortnight; largely 
because automobile assemblies and steel oper- 
ations, already at near capacity, are not able 
to expand as they usually do from mid-Febru- 
ary to the end of April. The fact that electric 
power output and carloadings have again begun 
to climb at a better than normal seasonal rate 
shows, however, that the nation's total volume 
of production and wholesale distribution is still 
rising and that the present dip in our business 
index is merely "technical" and not prophetic 
of an approaching recession—a conclusion 
strengthened by growing evidence that the war 
will not end this year. The Federal Reserve 
Board's index of Industrial Production for 
January, at 139% of the 1935-9 average, was 
up a point from December and nearly 14% 
higher than in January, 1940. 


* * * 


Expanding Payrolls are finding reflection in 
an even swifter expansion in retail trade. Thus 
Department Store Sales in the week ended 
February 15 were 19% above last year, against 
a four-weeks' rise of only 15%; yet store 
Inventories on Feb. | were only 6% higher 
than a year earlier. The Department of Com- 
merce estimates National Income Produced 
last year at $73.8 billions, an increase of $4.4 


(Continued on next page) 
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Latest Previous Last 
=a04 —— Month Month Your PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION(a)| Jan. 13% pl) 138r 122 
aa | aa Se eae Conti f 6 
INDEX OF PRODUCTION AND aeeneietiatainsiipaiid 
TRADERS)... . 2... ec ecceee Jan 102 102 93 billions over 1939. National income paid 
SRI So ors te ancee oe Jan 103 105 94 out (received by individuals) had previously 
ee ee: Jan 106 103 88 been reported as $74.3 billions for 1940, against 
Non-durable Goods. .......... Jan 101 106 98r $70.1 billions in 1939. New Capital raised 
Primary Distribution............ Jan 95 95 90 through sale of corporate securities in January 
Distribution to Consumers....... Jan 103 102 95r amounted to $52.8 millions, an increase of 51% 
Miscellaneous Services......... Jan 94 96 87 over the like month of 1940. 
WHOLESALE PRICES (h)....... Jan 80.4 19.7 19.3 ; re 
3 e Rata: Growing shortages ranging in seriousness from 
INVENTORIES (n. i. c. b.) delayed deliveries to complete stoppage of 
Wnvantnies; 0. occ. sca thie 199.8 127.0 114.1 supplies for civilian use are beginning to lift price 
eS eee oe 294 919 190 levels. The cost of living during January was 
OS TIO jae 169 161 197 1.6% higher than a year earlier. Retail prices 
ee ode, ES aN __“"__| on Feb. 1st were up 2.1%. Wholesale prices 
COST OF LIVING (d) on Feb. 15 were 2.8% higher than on the like 
LT ee eee San 86.0 85.9r 85.4 date in 1940, while by March 1st this publica- 
i CE OS SPEEA Rs OP iat letac ten 78.7 78.3r 78.8 _ — = = —— —_— had ~ 
DRE SA oun os cebackins bee J 87.6 87.5 86.6 to a level nearly 7% higher than last year. e 
CSR ree erage ay a 73.0 73.0 73.0 Twentieth Century Fund now looks for serious 
Facliend Wight. .c 26.0.0 0062 av 86.4 86.5 85.8 labor shortages as defense production gains mo- | 
DOMMES Riche ven Sates ian: 98.1 98.1 96.9 mentum; but estimates that, owing to uneven dis- 
Purchasing value of dollar....... Re 116.3 116.4r 117.1 tribution geographically and as to skill, unem- 
ployment may not fall below one or two millions, 
NATIONAL INCOME (cm)?....) 1940 i. ee $69,400 even at the peak of production. The logical 
ee -————~ — ——} consequence of this may be a rising tide of wage 
ny oye INCOME} demands, strikes and lockouts, which could tax | 
arm Marketing............... 1940 8,354 3 3....... 7,861 the resourcefulness of Government and industry 
— Gov't Payments......./ 1940 9120 = ....... 8,668 to control—especially in view of underground 
rices Received by Farmers(ee)../ Jan. 104 101 99 Communist influences within labor unions em- 
— svete Si --| Jan. 123 122 122 ployed on defense work. 
: ceived to Prices 
El COS aa een ene Jan. 85 83 81 tee ey 
FACTORY EMPLOYMENT (f) ee es | i | 
f 
<a: SS heii tecidie — —. a 100.2 been imposed, are the major bottlenecks, but the 
= Mince ne eee eee edna Se ec 110. 109.1 108.0 situation in machine tools is expected to ease by 
FACTORY PAYROLLS (f)...... Dec 129.8 114.7 103.9 the third quarter. Electric Power shortgaes in 
—— some areas will present problems until the year-end 
RETAIL TRADE when additional capacity is scheduled to be 
Department Store Sales (f)....... Jan 101 101 92 placed in operation, and a tight freight car situa- 
Chain Store Sales (g)........... Jan 124 124 4:1:325 tion may develop around the traffic peak in | 
Variety Store Sales ts cine 1S res oe 140 116 October. Magnesium, neoprene, commercial 
Rural Retail oe eee Jan 145.7 146.1 134.5 aircraft, zinc, potassium perclorate, structural and 
Retail Prices (s) as of........... Jan 122 122 119 nickel steels are also not available just now in | 
FOREIGN TRADE eee ; quantities sufficient to meet both military and 
Merchandise Exportst........ — $399 $398 $368 civilian requirements in full. 
Cumulative year's totalf to...... a: 31 AOOS wincuae 3.057 * * * 
Pek een eh " Day ae Dec. 253 224 247 NDAC member, Ralph Budd, predicts that 
e year's total to......) Dec. 31 2625 = ...... 1,950 carloadings this year will average 9.4% above 
RAILROAD EARNINGS last year, and looks for a further rise of 6.8% in 
Total Operating Revenues*..... 1940 $4,296,600 ....... $3,995,004 1942. At present writing the margin of increase 
Total Operating Expenditures*..| 1940 3,089,474 ...... 2.918.910 is more than — pag net ne of | 
Taye re 1940 396.354. —i«‘(zwN '355 678 come is expected to be the largest for any like | 
Net Rwy. Operating Income*...| 1940 689118 iw... 588 899 month in a decade. Owing to hardening interest 
Operating Ratio %............ 1940 1.91 ...... 73.05 rates since December, Jesse Jones has decided 
Rate of Return %.............. 1940 2 61 2.9% not to lower the rate on railroad loans below the 
pais ee LS “| present 4%. 
BUILDING Contract Awards (k).| Jan. $305 $456 $196 ek 
F. H. A. Mortgages i : " 
Selected for Appraisalf......... iow 86.0 17.7 10.9 Engineering construction awards for the 
Accepted for Insurancet........ ioe 54.7 56.9 48.8 current year to Feb. 22 have been 123% above 
Premium Payingt.............. ye 18.8 115 65.1 the like period last year; with public construction 
— - monet oe ss ——'___| jumping 141%, and private awards up 90%. 
Building Permits (c) Construction contracts awarded during January 
214 Citiesf. . Spee pea Jan $86 $99 $60 in 37 states east of the Rockies were 55% above 
MEW VOIGT os soce cocci ciws Jan 20 15 25 last year. Construction costs in January aver- 
COS eS, eee ea Jan 106 114 85 aged the same as in December, but were 4.5% 
Engineering Contracts (En){..... Jan $305 $399 $196 CNN ee: 
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Latest Previous Last 
Date Month Month Year PRESENT POSITION AND OUTLOOK 
STEEL —— . 
Ingot Productions tons*........ Jan 6,943 6,494 5,169 oe 
Pig Iron Production in tons*....| Jan. 4,664 4,548 4,032 Decentralization of defense production is com- 
Shipments, U. S. Steel in tons*..} Jan. 1,682 1,545 1,146 bining with rising payrolls to lift the demand for 
automobiles. Domestic retail sales in per 

AUTOMOBILES ten days of February were nearly 40% ahea 

Production of the like period last year. Field stocks 
Se, the ae Ee Jan 524.496 - nese. 449,492 | been built up to the highest level on record to 
Registrations ? | guard against possible curtailment in production 
Passenger Cars, U.S. (p)........ 1940 3,415,905 ...... 2,655,833 from threatened labor trouble and _ material 
Tentie, U.S t)............... 1940 576397 ...... 486,748 | shortages. 
U ' * * * 

PAPER (Newsprint) Spurred by expiration of mine workers’ contract 
Production, U. S. & Canada* (tons)..| Jan. 350,422 333,734 335,158 | on April 1, bituminous coal production in 
Shipments, U.S. & Canada* (tons). .| Jan. 327,535 360,494 325,939 | the week ended Feb. 15 rose to 14% above the 
Mill Stocks, U.S. & Canada* (tons).| Jan. 188,713 165,826 192,380 | _ one a ig with a a 

| decline of nearly 5 or the year to date. e 

LIQUOR (Whisky) | Lumber Survey Committee estimates that lumber 
Production, Gals.*.............. Jan 13,572 12,265 10,435 | consumption during the first quarter, owing to 
Withdrawn, Gals.*.............. Jan 5,019 7,331 5,487 | defense requirements, will be 20% above last 
re Jan 486,133 479,102 469,017 year, against the 10% rise in 1 940 over 1939. 

* 

GENERAL Cigarette withdrawals in January were nearly 
Paperboard, new orders (st)....... Dec 393,026 426,614 393,123 12% above last year and the highest for any like 
Machine Tool Operations........| Dec 96.8 95.4 93:3 month on record. Paperboard production made 
Railway Equipment Orders (Ry) a new high last year at 5,175,107 tons, which 

Locomotive erect arcieuauete) Sata, cise Dec. 78 80 50 was 6% ahead of 1939. Newsprint stocks 
| es ree Dec 14,118 7,637 419 in the U. S and Canada on Feb. 1 were 2.5% 
Passenger SE Pee eee | Dee Lo OC ore a above the like date last year. Owing to rising 
Cigarette Productionf. vote tease Jan 16,287 13,815 14,568 retail demand, shoe production in January 
Bituminous Coal Production * (tons). Jan 43,905 41,400 44,976 exceeded preliminary estimates and topped 
Portland Cement Shipments * (bb'ls) Jan 7,986 8,192 3,893 January output of last year by 7.7%. 
Commercial Failures (c)........... | Jan 1,124 1,086 1,237 
WEEKLY INDICATORS 
Latest Previous Year TLOOK 
| tte Week Week Ago. _ PRESENT POSITION AND OUTL 

M. W. S. INDEX OF BUSINESS 7 | | . 
ACTIVITY 1923-25—100...... Feb. 22 110.1 110.4 92.1 Expanding at a time when some recession 

usually takes place, electric power output 

ELECTRIC POWER OUTPUT has risen to a new all-time high for this season of 
el oy | are ae en Feb. 22 2.820 2.810 9.455 the year, with margin of increase over last year 

‘ 7 : widening to 15%. How far this gratifying 

TRANSPORTATION gain will be reflected in profits must hinge upon 
Carloadings, total................ Feb. 22 678,493 721,176 595,032 | the rate at which taxes are raised this year. Ac- 
CAE ayaa te colon ary eas Feb. 22 27,233 99.297 31,223 cording to the Public Service Commission of 
eae etn ce ls rece Feb. 22 150,837 152,908 135,107 New York State, taxes have been rising so steeply 
ForestiPraducts: << .0cc. ose. secs Feb. 22 36,691 39,328 30,146 that further rate reductions are not feasible. 
Manufacturing & Miscellaneous....| Feb. 22 288,701 308,157 234,315 LSA 
UCCe al Ce Feb. 22 139,280 153,049 133,908 Shortages in plated and semi-finished steel 

STEEL PRICES = for prompt — are beginning > oo 

duction of railway equipment and slow down 

Pig lron $ per ton (m)............ Feb. 25 23.45 23.45 22.61 operations of finishing mills within the industry. 

Scrap $ per'ton (m).............. Feb. 25 20.08 20.08 16.71 Until now, some of the smaller independents, who 

Finished c per lb. (m)............ Feb. 25 2.261 2.261 2.261 depend upon the larger integrated companies 
== i eeremes ye . finishi 

a See ” ak ha o-bace he on ee 
% of Capacity week ended (m). ... ar. 1 97 96 65 upon previously accumulated stocks; but, as these 

CAPITAL GOODS ACTIVITY are exhausted and cannot be replenished prompt- 
(m) week ended................ Feb. 22 = 125.3 124.0 85.6 ly, such finishing mills must shut down until addi- 

PETROLEUM tional capacity can be completed. 

x * * 

Average Daily Production bbls.*..} Feb. 22 OC. ) ee 3,732 Though retail prices for gasoline now average 
Crude Runs to Stills Avge. bbls.*..| Feb. 22 3,590 3,630 3,509 before taxes nearly 9% lower than a year ago, a 
Total Gasoline Stocks bbls.*...... Feb. 22 95,812 94,741 97,215 firmer undertone in mid-continent crude has 
Fuel Oil Stocks, bbls.*..........) Feb. 22 98,631 99,425 103,061 developed recently owing to rising demand 
Crude—Mid-Cont. $ per bbl...... Mar. 1 1.02 1.02 1.02 from mid-western refiners whose sources of supply 
Crude—Pennsylvania $ per bbl....| Mar. 1 1.78 1.78 2.23 in Illinois and Michigan have been dwindling. 
Gasoline—Refinery $ per gal...... Mar. 1 055 055 0614 








T—Millions. *—Thousands. 


lron Age. 





Preliminary. (r)—Revised. 


(a)—Index Federal Reserve 1935-39—100. 
long term trend. (c)—Dun & Bradstreet. 
(e)—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. 
(g)—Chain Store Age 1929-31—100. 


(En)—Engineering News-Record. 
(h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. 
(n}—1926—100. (n. i. c. b.}—Nat. Ind. Conf. Bd. 1935-39—100. 
(Ry)—Railway Age. 


(p)—Polk estimates. 
(s)—Fairchild Index, Dec., 1930—100. 


(b)—Federal Reserve Bank of N. Y. 100%—estimated 
(cm)—Dept. of Commerce estimates of income paid out. 


(d)—Nat. Ind. Conf. Bd. 1923—100. 
(f}—1923-25—100. 
(k)—F. W. Dodge Corp. (m) 
(pc)—Per cent of capacity. (pl)— 
(st)—Short tons. 
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Prices of agricultural commodities have recorded fairly 
substantial gains over the past fortnight, while industrial 
commodity prices have held firm to moderately higher. 
Buyers continue to fill their anticipated inventory require- 
ments well ahead. 

The most recent bulletin of the National Association of 
Purchasing Agents says, "General opinion seems to be that 
a most active state of affairs is likely to prevail in this country 
and Canada for some two years, at least, and in view of the 


Trend of Commodities 


numerous materials that are bound to be less plentiful in 
supply, even though there be enough to fill actual needs, 
price structures should be well supported from actual supply- 
demand standpoint in most lines of trade. Happenings that 
have already occurred would give evidence if greater ad- 
ministrative control or influence over price levels in materials 
that seemingly indicate a movement toward unnecessarily 
high planes and there is continued lessening in fear that 
values will move more than moderately upward this year." 
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1940-1941 1940-1941 
, Hish Low Feb. 21 Feb. 28 Hish Low Feb. 21 Feb. 28 
= Basic Commodities . ‘3s 105.6 122.1 123.8 Domestic Agricultural...... 131.3 111.4 126.2 127.3 
mport Commodities. rieniso > 104.7 129.3 131.5 BES 120.0 100.5 118.3 120.2 
Domestic Commodities... . . 120.9 105.5 117.6 119.0 Raw Industrial............. 128.4 101.3 124.9 126.4 
_— io pees ll — PRESENT POSITION AND_OUTLOOK 
| Cotton. At the close of last week cotton 
COTTON | prices registered gains up to 20 points over the 
Price cents per pound, closing | previous week end. New crop months sold 

Ng al nee | Mar. 1 10.41 10.33 10.76 near high levels of the season. The rise reached 

_e 15 ee tee Deere ween | Mar. 1 10.31 10.21 10.44 a point where prices were about $1.50 to $2.50 

Spot LP Le Oe eT Ae ee ee | Mar. 1 10.26 10.14 10.95 a bale above the mid-February lows before South- 
(In bales 000’s) ern offerings checked the rise. Exports continue 
Consumption, U.S............... | Jan. 843 755 732 to lag and there is no indication of relief. Last 
Exports, week end............... Feb. 28 26 2 113 week the Federal Farm Board made the recommen- 
Total Exports, season Aug. 1 to....| Feb. 28 643 608 4,688 dations that would reduce the cotton acreage to 
Government Crop Est............ | 1940 W2GB6 sj. 11,817(ac)! a basis of 11,000,000 bales instead of the 12,- 
Active Spindles (000’s).......... | Dec. 22,818 22,686 22,778 700,000 bales now scheduled. 

eos = ane pee : * * * 
WHEAT | | Wheat. In the early part of last week prices 
Price cents per bu. Chi. closing reached levels where they were six cents above 
BU eta nes atowr dare «cet alent Fiske | Mar. 1 83% 80%-81 100% recent lows. Towards the close of the week 

"BRR Ser een ate Mar. 1 199g 153%4-%e 9858 however, prices receded to where they registered 
Exports bu. (000’s) since July 1 to.| Feb. 22 74,525 72,108 85,713 gains for the week of 11 to 33g cents. Contribut- 
Exports bu. (000's) wk. end Ra os oe heitk | Feb. 22 2,41 F | 3,401 2 511 ing to the upward surge were the combination of 
Visible Supply bu. (000's) as of . . | Feb. 22 133,100 134,923 100,554 commission absorption, mill buying and local 

| <1 @v@ning-up. Weather conditions were generally 

CORN | favorable but the cold was hard on winter wheat 
Price cents per bu. Chi. closing | in the southern part of the belt. 
Ayes ae ee ot ay ce | Mar. 1 605% 6058 56 * * * 

0 ee | Mar. 1 60% 60% 56% Corn. Although rallies have been hard to 
Exports bu. (000's) since July 1 to.| Feb. 22 21,676 21,394 22,688 hold, partly because of the increase in hedge 
Visible Supply bu. (000's) as of...| Feb. 22 61,690 62,225 39,562 pressure, following liberal country offerings, 
Gov't Crop Est. bu. (000's)....... 4940 \:2:449 593... .na.a% 2,619,31 7(ac) prices nevertheless were slightly higher than a 

| week ago. 
ae 
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Latest Previous Year 
Date Wk. or Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 
Ween | Copper. In the copper market the situation 
oe i iet d hanged. News from 
DONC AS it ee nee ae ee Mar. 1 12 12 11.50 Kenran quiet an unc _ be 7 edie 
Expoits fa: Ss. NL-Y..< 2500550: Mar. 1 10.50 10.50 11.45 Washington reveal that Mr. Jesse ones puts t 
i ic* amount of copper purchases from Latin-America 
Refined Prod., Domestic*.........| Jan 93,327 97,035 80,501 
i 1 ic* | 671 91.498 by the Metals Reserve Co. at 235,000 tons. 
Refined Del., Domestic*.......... | Jan 119,736 112, : 0. : 
i 1 ic* 35 441 Recent consumer survey indicates the March- 
Refined Stocks, Domestic*........ Jan 116,341 142,772 435, : : grape 
Copper Sales, Domestic*.........., Jan 89,244 GOIG4 nia April net shortage at aroun ' 
i re ey a ee Sees * * * 
TIN ; - t 
i 3 3 Tin. In addition to the above announcemen 
Price cat pine W., N.Y... 0.0...) re ; 5 Ms ve 5 a ts 7 of Mr. Jones on copper, it was reported that the 
Ls Arg eke habe all aaa “ 78 United States Government would continue to buy 
World Visible Supplyt as of...... 1 ee | arr MABGTG veces he th i 
Serpe J 12.060 9.200 9.780 all the available surpluses of tin. In the market, 
“a Pe ee ok pes ‘ , ‘ offerings are exceeding demand from private buy- 
oe Swe met ara. .--. Fin EE _ | oers with the result that prices continue to decline. 
‘is ; From Pittsburgh it is reported that tinplate mills 
— cents per Ib., N. Y Mar. 1 5.65-5.70 5.65-5.70 5.25 are operating at between 65 and 70 per cent of 
wib., N.¥.......... | : : : - 
U.S. Prodection®............... Jan. 62,048 61,906 49,683 capaci aie eres 
U.S. Shipments*................ | Jan 55,711 56,755 39,875 | | . 
Stocks (tons) U. | Se ee | Jan 47,248 40,926 68,539 Lead. Strong buying continues with both 
oS iri i En, ———_—___—___-—_————_—— March and April in demand. In “_ sen 
| pressure prices remained unchanged. efine 
go cents per Ib., St. Louis...... | Mar. 1 7.25 7-25 5.75 lead stocks in January rose over 6,000 tons but 
U.S Production*. re uae ae Sr) PaeED 59,156 59,883 57,158 the total stock on hand still remains some 20,000 
U. S. SHINICHI 65 525.505 «cased ehane | Jan. 63,272 65,385 49,914 tons short of one month's total requirements as 
Stocks RES AS Ol 5 vices csccon)| oem 8,768 12,884 65,602 they are currently running. 
ar <t7 r En Oe a mer * * 
SILK : a es 
i | Mar. 1 2.70 2.671 3.0514 Zine. The situation continues tight in the 
Mina us tn ee: ; | Dee 23,013 36,374 21,128 | zinc market with buyers seeking metal. Priorities 
Visible Stocks N. Y. (bales) as of. .| Dec 72,248 60,330 55,610 — in the balance as Washington officials 
— ———— —_—_———_———— confer. ‘ 

RAYON (Yarn cae 
Price ss per te wee eee eee eens Mar. 1 33 33 53 Silk. Production of raw silk in Japan during 
Consumption (a)................. | Jam caves 34.5 31.9 January showed the customary seasonal decline 
rare | Jan, ws eee 5.3 7.0 totaling 42,951 bales for the month as compared 

| ere Cee ————|_ with 62,044 bales in December, 1940. In the 

WOOL | | domestic market, February mill takings pe eat 

i i 11 
Pri t Ib. raw, fine, Boston.| Mar. 1 1.08 1.08 1.04 | mated by the Commodity Exchange at 28, 
| casuebin. satan see @-...| Dec. 33,440 33,820 22,380 | bales an increase of 5,626 over the January, 1940 
— = ard | figure, but 314 bales under January of this year. 

HIDES | Stocks were down on March 1 to a total of 
Price cents per Ib. No. 1 Packer.... Mar. 1 13 12 12%—) 54-106 bales as compared with 63,433 a month 
Visible Stocks (000's) as of ....... | Dec. 31 13,873 13,529 bee earlier. <a 
No. of Mos. Supply as of........| Dec. 31 ...... 7.32 é * 
Boot and Shoe Production, Prs.*...| Dec. icine 30,132 200 Wool. It is estimated that mills will continue 

| as ies b ~ | to operate at the present rates for the -“ of the 
E ar or at the highest rate since 1918. Statistics 
"price am perIb............ 6... Mar. 1 20.75 20.87 18.67 in the exports of Real from Australia will no long- 
Imports, U.S.f... 6... 000s eee Jan 86,833 97,984 712,496 er be available for the general public. 
Consumption, U. S.t | Jan. 642295 56,539 54,978 
SUTGT aL) Be ae eee | en 
Stocks U.S. as of................] Jan. 340,857 318,486 156,830 
Tire Production (000's)........... Jan 5AT2 4,999 4,953 Hides. It was reported last week that packers 
Tire Shipments (000's)............ | Jan 4,847 4,972 4,270 are holding hides for higher prices as activity con- 
Tire Inventory (000's) as of ........ Jan. 31 9,197 9,179 9,348 tinues in the spot hide market. 
A om a * * +. 
COCOA 
| Frice cents per tb..............+. | — . “a po po Cocoa. Continuing the upward trend, the 
phe ti + oem aa cocoa futures last week registered gains of 18 to 
Warehouse Stocks (bags 000's)....| Feb. 28 bss - pce 22 points to the best levels since May, hee 
l¢ ai | Trading was active as attention was focussed on the 
COFFEE | hippi ituation with a possibility of a shortage 
4 1% | shipping situation p 
Price cents per Ib. (c)............ | Mar 1 8%4-1%@ 81% 1% | eee es 
Imports, season to (bags 000's)..... Jan. 31 8839 3~—ti.... 8,117 
| U. S. Visible Supply (bags 000's).., Feb. 1 2,403 2,123 1,451 | - ie * 
| ame 7 a so Sugar. In the past week sugar prices were 
| “ae | bid to new high ground for the season. Sugar 
ee | Mar. 1 3.15 3.05 2.85 | deliveries in the United States last year established 
SESS One a | 0 : 4.50 a new high of 6,890,792 short tons, as revealed by 
Retned Omssedione Shipment)...| Wer.) 445-460 —— . the final figures of the Department of Agriculture. 
U. S. Deliveries (000's)*..........| 1940 GESE ween 6,868 e 3 
U. S. Stocks (000's)* as of (rr) ....| Dec. 31 514 103 832 | 
t—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (c)—Santos No. 4 N. Y. (p)—Preliminary. (rr)—Raw and 
refined. *—Thousands. NA—Not available. 
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Latest Previous Year 
Date Week Week Ago COMMENT aan 
INTEREST RATES 

Time Money (60-90 days)........ Mar. 1 114% 114% 114% Afterrising without interruption for nine weeks, 

Prime Commercial Paper.......... Mar. 1 14-34% -34% 1-34% loans to commerce, agriculture and industry by 

ar Sarr Mar. 1 1% 1% 1% New York City Member Banks registered a 

Re-discount Rate, N. Y........... Mar. 1 1% 1% 1% drop in the most recent statement of these banks. 

ze The probabilities are, however, that this decline 
CREDIT (millions of $) will prove to be more or less temporary. The 

Bank Clearings (outside NS Y.): <<. | Feb: 4 2,964 2,925 2,654 combined impetus of seasonal demands and ac- 

Cumulative year's total to......... jen. 31 14,345 lie. 12,620 celerating defense needs is being counted on to 

Bank Clearings, N. ¥............. Feb. 1 3,453 3,158 3,929 further enlarge the volume of commercial borrow- 

Cumulative year's total to......... Jan: 31 44685 ees 13,066 ings. 

F. R. Member Banks A tise of $39,000,000 in gold stocks, bringing 
Loans and Investments.......... Feb. 19 26,381 26,248 23,211 the total up to a new high at $22,179,000,000, 
Commercial, Agr., Ind. Loans...| Feb. 19 5,217 5,173 4,316 contributed to bring about an increase of $100,- 
Brokers Loans... .:.. ee Feb. 19 418 424 617 000,000 in excess reserves. Other factors re- 
Invest. in U. S. Gov'ts.......... Feb. 19 10,420 10,382 8,830 sponsible for this gain included a decline of 
Invest. in Gov't Gtd. Securities...) Feb. 19 2,760 2,765 2,425 $111,000,000 in Treasury deposits with reserve 
Other Securities............... Feb. 19 3,778 3,724 3,425 banks and a drop of $18,000,000 in Treasury 
Demand Deposits Pita eiisi tein pies Feb. 19 23,157 22,981 19,256 cash. The gain in excess reserves would have 
Time Deposits................ Feb. 19 5,466 5,452 5,277 been more substantial had it not been for a decline 

New York City Member Banks of $12,000,000 in the amount of Federal Reserve 
Total Loans and Invest.......... Feb. 26 10,776 10,719 8,853 credit in use and an increase of $37,000,000 in 
Comm'l Ind. and Agr. Loans....| Feb. 26 1,989 2,002 1,651 currency circulation. Since the January low cur- 
Brokers Loans. . teste ee teen eens Feb. 26 332 282 457 rency in circulation has increased $184,000,000 
fovest. 0. 5. Gov'ts.........5.; Feb. 26 4,562 4,605 3,369 and total outstanding is now only $92,000,000 
Invest. in Gov't Gtd. Securities...] Feb. 26 1,589 1,590 1,270 less than at the Christmas peak. Increasing em- 
Other Securities pra ce septate Feb. 26 1,525 1,461 1,305 ployment and a rising tempo of defense activities 
Demand Deposits..... ........ Feb. 26 10,985 10,780 8,986 will probably reflect in further expansion of cur- 
os re Feb. 26 749 766 653 rency circulation and continue to act as something 

Federal Reserve Banks of a brake to restrict gains in excess reserves. 
Member Bank Reserve Balance...| Feb. 26 14,175 14,021 12,318 Total loans and investment of New York City 
Money in Circulation. ......... Feb. 26 = 8,725 8,688 7,439 banks rose $57,000,000 in the most recent week, 
I 6rihe 5 N65 501K owne Feb. 26 22,179 22,140 18,166 and now stand at a new high ef $10,776,000,000. 
Treasury Currency............. Feb. 26 3,101 3,102 2,980 Demand deposits of New York banks likewise 
eS Snr ee Feb. 26 2,204 2,222 2,374 are at a new high of $10,985,000,000 and 
Excess Reserves............... Feb. 26 6,540 6,440 5,690 $2,000,000,000 above the level of a year ago. 

Stas a Voue Increasing deposits are resulting in a substantial 
NEW FINANCING (millions of $) Month dheuth Ago shift of excess reserves to required reserves, a trend 

8” Soe aR aR TEN Jan. 7 DES | SR eS cr ore ee 
eee Jan. 52.8 61.1 a5 | oo 
PRTEIN Ds <x\ons-icncnanuces Jan. 267.9 328.2 133.5 

THE MAGAZINE OF WALL STREET COMMON STOCK INDEX Z 
1941 Indexes 1941 Indexes 
No. of 
Issues (1925 Close—100) High Low Feb. 22 Mar. 1 (Nov. 14, 1936, Close—100) High Low Feb. 22 Mar. 1 
290 COMBINED AVERAGE.... 56.9 47.3 49.0  50.2/||100 HIGH PRICED STOCKS..... 60.10 52.49 53.36 54.37 
100 LOW PRICED STOCKS...... 48.23 39.58 40.29 41.63 

4 Agricultural Implements...... O29 9956 75:6 “34 3 Liquor (1932 Cl—100)...... 148.2 125.8 128.1 127.8 

9 Aircraft (1927 Cl.—100)..... 183.9 146.8 152.2 157.5 OMBENINIY 2. aie ate estes 117.9 909 —922 93:5 

4 Air Lines (1934 Cl—100)... 314.1 246.8 250.0 253.0 DUAR GH <= 5.0.23 ee tece seco 75.6 68.3 [69.8 70.5 

6 Amusements............... 94:2 21.3 26 921.6 MIICAUPACKING 56..0650 6 0668606 53.2 44.5 144.6 45.6 

14 Automobile Accessories. .... 95.7 78.0 80.4 83.7]| 11 Metals, non-Ferrous.......... 138.6 117.8 121.0 121.3 

413 Automobiles. ..........06.55. 144 8.5 8.7 8.7 1) FS ee eer ee 136 14:0 #1453 12:0 

3 Baking (1926 Cl.—100)...... 9.9 8.3 8.6 8.6 ELS) ETT eee ee ere 74.8 67.4 68.6 68.4 
3 Business Machines........... 95.0 87.9 88.2 94.8]| 18 Public Utilities.............. 38:6 31:3 31.3R 33:3 

DMB AUNRS§ ies 0c cle etesau siwes 64:3 57.5 586 57:5 3 Radio (1927 Cl.—100)...... 9.9 8.3 8.5 8.5 

BMBMNNONNES coi doce hdadaccans 159.0 136.3 139.4 141.5 9 Railroad Equipment.......... 48.0 38.9 39.8 40.6 

AB TCONSEUCHOIN: 65.06 0j0 30:0 0500 RO:1 (RNS | RT RIB) ATA AIOBUS: «4/0 6:05s ces vids as 8.6 15 7.8 7.8 

BS RSMBINEIG so 5566.0: v's 510 10-001 203.7 176.5 178.8 184.5 2207] ee 2.6 eu) 4.7 1.8 

10 Gonner ® Brass... . . 2.0263 88.8 72.6 74.6 76.0 DN INGII & 0:siess0:6.0000.8 4 « «sve 127.5 102.3 104.7 110.0 

2 Dairy Products.............. 27.6 256 95:6 °25:8'1| 12)Steel Bilton. ..... 6.000.050 82.6 66.6 68.0 70.8 

6 Department Stores........... 19.7 46.7 168 475 PRAT e508 oy ois aPs ec arecinie Sore 991 17:5 200 994 

6 Drugs & Toilet Articles....... 39.7 35.2 35.2 35:6 29) [el TTR een ae reese ee 185.7 169.8 173.1 176.9 

2 Finance Companies........... 182:3° 170.2 173.3 1775 3 Telephone & Telegraph....... 40:7 33:4 34.4 35:3 

TF TOON IANS 6.5.5 iss -0%0:0.0 5,070.5 82.7. 74.9 76.2 78.0 UDR OR lei kara. skeniavesioe.aicns 48.5 38.2 38.2 40.0 

REDD IHONES «66656 iiss ean 45.2 37.6 38.8 39.3 3 Tires & Rubber.............. Ulu 9.5 10.3 10.4 

NR ic. sax ernkGaiekon's 42:2 37:1 38:1 38:2 Fe) S27 2 73.7 68.9 69.2 69.6 

2 Gold Mining......2 50.6. 0000- 703.8 632.7 632.7 633.3 SPANO SOLES 6.0.5. )si0i0 seo e> 213.7 191.3 194.6 191.3 

6 Investment Trusts............ 19.2 16.3 16.3 16.7|| 19 Unclassified (1940 Cl—100).. 105.7 89.9 91.3 93.3 





R—New LOW since 1935. 
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Answers to Inquiries 











(Continued from page 663) 


share. If over the ensuing years 
these debentures were converted Air 
Reduction would own approximately 
15,630 shares of the common stock 
of Vanadium Corp. For the eleven 
months ending November 30, 1940, 
Vanadium earned $2.89 per share 
and for the year 1940 paid dividends 
of $1.50 per common share. 

The future outlook for the com- 
pany’s major products, namely, 
oxygen and acetylene, is considered 
good. The use and consumption of 
these products in the past has coin- 
cided in general with heavy industry 
and activity in the steel fields. These 
products are used mostly in the steel 
industry, heavy construction and 
certain types of building. Conse- 
quently, in view of the general ex- 
pansion in business the unprece- 
dented levels of steel activity, which 
bid fair to continue at least over the 
near future, we conclude that the 
outlook is quite favorable at this 
time. As to the market action of the 
slock it would appear that it has 
acted relatively better than the mar- 
ket as a whole. 

It is our opinion that the shares 
of this company are worthy of re- 
tention at this time. 





Simmons Company 


I am in a quandary about my 100 shares 
of Simmons Company. I know that sales are 
being maintained at high levels, and the $2 
paid last year was very satisfactory. What 
creates doubt in my mind is the inability of 
this stock to regain its position marketwise. 
What factors are there that may be working 
against this stock? Is Simmons destined to a 
background position marketwise, regardless of 
earnings, simply because it is not a war bene- 
ficiary? I don’t want to continue holding this 
stock unless I can expect some good gains 
toward my original purchase price of 33, and 
should like your advice about the prospects 
of its accoyplishing this. In your report, 
please inform me of the company’s sales out- 
look for 1941Nin its bed and mattress lines as 
well as miscellaneous textiles —N. M., Bridge- 
port, Conn. \ 


It is estimated that operations of 
Simmons Co. will produce a profit 
of slightly more than $2.25 per share 
for the year 1940. This figure is after 
provision for increased taxes on an 
estimated basis and will compare 
with actual earnings of $2.11 a share 
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for the preceding year ended De- 
cember 31, 1939. It is believed that 
operations will continue impressive 
over the near term and in 1941 will 
show a favorable comparison with 
that of 1940. This conclusion is 
reached with the belief that there 
will be a continued need for con- 
siderable equipment for bedding in 
cantonments and barracks which 
are now being constructed and 
equipped in a modern way. Another 
favorable factor is the benefit de- 
rived by excluding foreign products 
which in the past have tended to 
restrict earnings for companies oper- 
ating in this field. Excess profits 
taxes as we now understand them 
will not particularly hurt this com- 
pany although any substantial in- 
crease over an estimated $2.25 per 
share earnings will of course be sub- 
ject to this new tax and might tend 
to restrict the net applicable to the 
common stock of the company. 

The capitalization of Simmons 
Co. is relatively simple and favor- 
able in that there is approximately 
$10,000,000 convertible debenture 
bonds outstanding with a coupon 
rate of 4 percent. There is no pre- 
ferred stock outstanding and only 
1,158,236 shares of no par common 
stock as of the close of 1939. This 
capital structure creates a favorable 
leverage factor which enables sub- 
stantial earnings for the common 
stock during favorable periods. The 
financial position of the company is 
sound with a very good current asset 
position. 

The main products manufactured 
are used for beddings and textiles 
and are one of the best known 
brands in the field. These products 
account for approximately 70 per- 
cent of total sales while textiles used 
mainly for furniture coverings and 
allied products accounts for the bal- 
ance of the output. Operations are 
carried on through ten domestic 
bedding and four textile plants lo- 
cated in this country as well as one 
in Mexico and one in Canada, Eng- 
land and China. Foreign sales ac- 
count for about 15 percent of a 
total volume in the bedding division. 
The foreign field, however, is not 
extremely important since only ap- 
proximately 11 percent of total earn- 
ings are from foreign subsidiaries, 
that percentage being based upon 
1939 earnings. In order to protect 
future earnings by increases in raw 
materials the company has adjusted 


its price structure to correspond 
with replacement prices. Conse- 
quently future operations will not 
be subjected to extensive price dam- 
ages over the near-term. It would 
appear that from an earnings stand- 
point that this company is favorably 
situated in its field and with liberal 
dividend distributions the market 
performance of this stock should im- 
prove. It is believed that the sub- 
stantial dividend distributions will 
continue over the near-term and on 
a yield basis at current levels the 
stock is most attractive. Therefore 
we feel that with a reversal in the 
current reactionary move in the 
market that this company’s stock 
will again recognize the favorable 
fundamental factors prevailing at 
this time. While Simmons Co. does 
receive business and will benefit 
from our rearmament program it is 
not one of the direct beneficiaries 
from this program and consequently 
its market action may be somewhat 
restricted at this time. It is our 
belief that this stock is worthy of 
retention at current levels and that 
price appreciation will be an ultimate 
event. 





Standard Brands, Inc. 


Do you believe that Standard Brands is 
now in a position to push through its 1939 
and 1940 highs of around 7, toward my pur- 
chase price of 1984? How do total earnings 
for 1940 compare with 1939? What was the 
price of this stock in 1936 when the company 
earned $1.12 per share and 73 cents in 1937? 
Has the company begun to. realize benefits 
traceable to its new lines? Are operating 
economies being maintained or are they, plus 
taxes, expected to cut in on profits? Are 
substantial increases in volume anticipated, 
or already being felt, directly attributable to 
the U. S. arms spending program? Are sales 
increases taking place in the higher priced 
lines where profits are larger? Would you 
kindly send me pertinent data on all aspects 
of the company’s present status and out- 
look—as well as your personal opinion of its 
speculative attraction at this time?—S. T., 
Boston, Mass. 


Standard Brands for the year 
1940 showed the first improvement 
on an annual basis since 1936 when 
earnings applicable to the common 
stock increased to $1.12 per share as 
against 97 cents for the year 1935. 
The price range in 1936 was 18% 
high—1434 low and for 1937 16%4 
high—714 low. Common share earn- 
ings for the year 1940 was 71 cents 
per common share as against 51 
cents for the year 1939. This in- 
crease of approximately 40 per cent 
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was registered with only a slight 
increase in net sales and a substan- 
tial increase of more than 100 per- 
cent in taxes. This improvement in 
operating results was brought about 
apparently by lower costs and a re- 
duction in foreign exchange losses, 
the latter item being the most promi- 
nent. It is a question at this time 
whether this is a reversal in the gen- 
eral downtrend of earnings when the 
yeast business which has been a 
profitable item in the past appears 
to have gone to competitors. 


The financial position of this com- 
pany is characteristically strong with 
total current assets of approximately 
$52,000,000 as compared with total 
current liabilities of approximately 
$8,000,000 at the close of 1940. Sur- 
plus increased approximately $2,- 
750,000 during the year 1940 to 
$30,205,722. Cash alone was slightly 
more than 200 percent of total cur- 
rent liabilities. The capitalization of 
the company is relatively simple 
with $20,000,000 in preferred stocks 
represented by 200,000 shares of no- 
par $4.50 cumulative preferred stock 
and 12,648,108 shares of common 
stock, also no par value with a book 
value of $25,296,216. While the 
capitalization structure is simple it 
does not present one of leverage 
beneficial to the common stock, the 
latter being in turn rather cumber- 
some in size. 


Fleischman’s yeast which is the 
principal product of Standard 
Brands accounts for approximately 
60 percent of the total domestic 
yeast output. Other popular and 
well known products are Chase & 
Sanborn coffee and tea, baking pow- 
der and desserts under the Royal 
label, whiskey under the Fleisch- 
man and Black & White label as well 
as Pilgrim rum accounts for the bal- 
ance of business. About 10 percent 
of the business is derived from for- 
eign sources while about one-half is 
realized in Canada. At the close of 
1939 foreign investments were only 
approximately 10 percent of total 
net assets of this company. New 
lines established in recent months 
have not as yet displayed any re- 
markable earnings power while such 
was not expected to be the case. 
They were entered into with the 
view of long term earnings improve- 
ment and consequently take time to 
become established. 


While the company paid an extra 
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dividend of 10 cents per share at 
the close of 1940 in addition to the 
regular 40 cents annual dividend dis- 
tribution we do not expect any 
material increase in dividend dis- 
tributions during 1941. If, however, 
on the other hand earnings should 
improve further, especially over 1940 
results, then such a_ possibility is 
quite likely for the company has 
always maintained, and especially so 
in recent years, a very strong finan- 
cial position as well as large sur- 
pluses. Their policy in the past has 
been one of liberal dividend distribu- 
tions and consequently from that 
phase there does not seem to be 
any necessity for concern over the 
near-term. 

Appreciation possibilities for the 
common stock is considered rather 
limited due to the large number of 
shares outstanding, inability of the 
company to be a substantial recip- 
ient of large war business or a re- 
armament beneficiary although it 
should fluctuate more or less with 
the market as a whole. We do not 
anticipate the probability of its 
reaching your purchase price of 19°, 
over the near term although when 
the market advances we feel that 
this stock will improve in value. 


Curtiss-Wright Corp. 


Is Curtiss-Wright now regarded among the 
outstanding aircraft issues with better-than- 
average appreciation prospects? I have had 
200 shares of this stock for some time now, 
and have patiently held on to my investment 
throughout its ups and downs, being under 
the impression that when the company’s ex- 
pansion program was completed and produc- 
tion fully under way, Curtiss-Wright com- 
mon would show substantial appreciation. 
My shares cost me 23. Are all of the com- 
pany’s new plants in full swing now? How 
large are profit margins on Government con- 
tracts? How much of the company’s produc- 
tion is for foreign shipment which I under- 
stand yields a profit of close to 20%? How 
large are backlogs now? What about costs? 
Ts Curtiss-Wright expected to be one of the 
leading recipients of the U. S. Government's 
1941 bomber program? Would you advise 
me to average on my holdings at current 
prices now2—E. L., Tulsa, Okla. 


Curtiss Wright Corp. . according 
to reports has been awarded the 
largest amount of defense contracts 
of any company in its field. It is 
estimated that the company has 
domestic and foreign orders of ap- 
proximately $650,000,000 which is, 
of course, a huge backlog. It is be- 
lieved, however, that a small part 
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of the amount is represented by 
virtually completed orders but order 
not actually on the books as yet, 
In order to complete this busines 
the company is expanding plan 
facilities as well as locating ney 
factory sites with a view to geo. 
graphically diversifying its _ plant 
equipment. Sizable loans have bea 
received from the Government ty 
make such a program possible an( 
once it is completed and operations 
go into full swings, the results in 
itself should be most favorable. The 
output of finished products in 194) 
were in the neighborhood of $130, 
000,000 or approximately 2.7 time 
the 1939 total. In view of the rapid 
expansion of facilities of this con- 
pany, it is felt that 1941 sales wil 
show even a greater contrast to those 
of recent years. 

For the first nine months ending 
September 30, 1940, 88 cents per 
common share was earned as against 
38 cents for the comparable period 
of 1939. It is estimated that 1940 
earnings will approximate $1.50 per 
common share after what is believed 
to be heavy tax reserves. These esti- 
mates compare with actual earnings 
of 39 cents per share for the full year 
1939. Of course at this time it is 
rather difficult to estimate 1941 earn- 
ings but in view of the tremendous 
backlog of orders and the apparent 
expansion program with the increas- 
ing demand for company’s products 
the 1941 results should at least com- 
pare favorably with the results of 
1940. Taxes, however, are an ul- 
known factor at this time and may 
go a long way toward curtailing 
extensive advances in earning power 
over the near term. Profit margins 
have been reasonably good but have 
shown some diverging trends. For- 
eign government orders produce 
larger profits per unit than do do- 
mestic orders and consequently with 
the lessening ability of foreign coun- 
tries to buy, profit margins have 
tended to narrow. In this connec- 
tion, it is also noteworthy that ap- 
proximately one-half of the esti 
mated backlog of approximately 
$650,000,000 is accounted for by our 
Navy and Army orders. A 50-cent 
dividend was declared on the com- 
mon stock during the year 1940 but 
it is not anticipated that there will 
be any substantial increase in divi 
dends in the year 1941. The rea 
son for this belief is that the com- 
pany may desire and attempt to 
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THE PENNSYLVANIA RAILROAD 


SUMMARY 
OF ANNUAL REPORT 
FOR 1940 


HE 94th Annual Report of the Pennsylvania Railroad Company covering 
. for 1940 will be presented to the stockholders at the annual 
meeting on April 8, 1941. Operating revenues increased $46,662,630 or 10.8% 
over 1939. Operating expenses increased $31,553,843 or 10.3%. Taxes increased 
$3,789,341 or 9.5%. Net income was $46,238,250 an increase of $14,205,725. 
Surplus was $36,896,665 equal to 5.60% ($2.80 per share) upon the outstanding 
Capital Stock (par $50) as compared with 3.52% ($1.76 per share) in 1939. 


OPERATING RESULTS 

















1940 1939 

Torat OpeERATING REVENUES WERE weeeeeses  $477,593,408 $430,930,778 
Tora OperaTING Expenses WERE...............-- 338,454,678 306,900,835 
Leavinc Ner REvENvE From Rattway OPERATIONS OF 139,138,730 124,029,943 
PANES AMOUNEEE FOS <2 oh cco oucne pual CAney eo Meese 43,885,188 40,095,847 
Hire oF Equipment AND Joint Facitiry Renrs WERE. 8,754,056 6,629,768 
Leavinc Ner Rartway OperatinG INCOME OF....... 86,499,486 77,304,328 
Income From INVESTMENTS AND OrHER Sources Was *41 335,655 36,864,230 
Makinc Gross INCOME OF...... Ae eye ie 127,835,141 114,168,558 
Fixep Cuarces, Cuterty Renrars Paip to Leasep 

Roaps, AND INTEREST ON THE Company’s Desr.... 81,596,891 82,136,033 
LeavinG Net INCOME OF........ I eae sca aches arc 46,238,250 32,032,525 
APPROPRIATIONS TO SINKING AND OTHER FuNDs, ETC.... 9,341,585 8,854,839 
SES REE Sata stot mn nian yew ag ne a are wa gS vara tae Sa 36,896,665 23,177,686 


*Includes dividend of $5,000,000 in securities received from Pennsylvania Company. 


Dividends aggregating 3% ($1.50 per share) were paid during 1940 compared 
with 2% ($1.00 per share) in 1939. 

The Management recognizes its responsibility to give the stockholders salient 
facts relating to the Company’s business, service, finances and other important 
matters and does so through the medium of the press and the annual report. 
Through the cooperation of the security holders, the public and the employes, 
your Company is able to give good service, pay good wages, meet its obligations 


and pay dividends. 
M. W. CLement, President 


THE PENNSYLVANIA 
RAILROAD 


SHIP AND TRAVEL VIA PENNSYLVANIA 


Stockholders can obtain copies of the Annual Report from 
J. Taney Willcox, Secretary, Broad Street Station Building, Philadelphia, Pa. 
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build up reserves as quickly as pos- 
sible to pay for and to be able to 
write off the majority of plant ex- 
pansion costs which they are assum- 
ing at this time. When all of the 
plants contemplated and under con- 
struction are in full operation it may 
be found advisable to increase dis- 
tributions to cut down possible taxes 
which may be imposed. 

The capital structure of Curtiss 
Wright is relatively simple with no 
funded debt outstanding as of the 
close of 1939. There was, however, 
1,158,688 shares of $2 non-cuntula- 
tive class “A” $1 par preferred stock 
and 7,431,796 shares of $1 par com- 
mon stock. At that time there was 
a small minority interest in sub- 
sidiary companies outstanding of 
$354,213. In all probability the com- 
pany has assumed certain indebted- 
ness such as to RFC and perhaps 
banks in connection with their ex- 
pansion program which become pay- 
able over a period of years. 

Therefore it is our advice that the 
stock of this company is worthy of 
retention as a good speculation in 
the aviation industry and when the 
time appears propitious we would 
have no objection, for one willing to 
assume such risk, to adding to their 
holdings. The future of the aviation 
industry is favorable and presents 
an interest in one of the most impor- 
tant modes of transportation of our 
present day life. 


Miami Copper 


My 250 shares of Miami Copper cost me 
144% in 1939, when I bought it as a specula- 
tion on war possibilities. I know that Miami 
is a high cost, marginal producer, but should 
think that the current price of copper and 
demand should be greatly benefitting MI. 
Would you please tell me to what extent 
Miami is reserving arms orders—and what 
operations at current copper prices should 
mean to this company’s profit margins? 
What about the effects of priorities and price 
control enforcement by the U. S. Govern- 
ment? Is Miami Copper in an especially 
vulnerable position as far as excess profits 
taxes are concerned? Are the company’s large 
reserves of low grade ore now coming into 
demand? Would you recommend holding in 
anticipation of substantial market apprecia- 
tion?—Mrs. F. H., Denver, Colo. 


Miami Copper does not appear to 
be extremely vulnerable to the ex- 
cess profits taxes as we now under- 
stand them. Applying this tax on 
an invested capital base which re- 
sults in $1.02 per share with actual 
earnings of 1939 of $1.03 per share 


and estimated 1940 after additional 
normal and excess profits taxes an 
amount equal to $1.10 per share, the 
increased taxes are not burdensome. 
If, however, over a period of time 
the Government decides that a com- 
pany does not have the alternative 
of selecting the base to be taxed 
upon then they may be more vulner- 
able, as an average earnings base 
1936 to 1939 would represent 49 
cents per share. At this time, how- 
ever, we would assume that such 
increased liability would not be ex- 
cessive and therefore not restrictive 
to price appreciation or increased 
earnings for these shares. 

For the first six months of 1940, 
which ended June 30th, the company 
reported earnings of 64 cents per 
common share. For the full year 
1939 the common earned $1.03 per 
share. These figures were after de- 
preciation but before depletion and 
taxes. It appears quite likely that 
the favorable earnings trend in the 
first half of 1940 continued for the 
balance of the year, especially in 
view of higher copper prices. At the 
close of 1939 it was estimated that 
reserves of sulphite ore were about 
67,000,000 tons while mixed ore ap- 
proximated 2,300,000 tons. Reserves 
of the latter were believed to be suffi- 
cient for only about three years’ 
operations at the rate in the early 
part of 1940. An unfavorable factor, 
however, is the speed in which ore 
reserves of both types are being de- 
pleted. The management has not 
done a great deal of exploration work 
and since the company has been 
operating their mines for about 30 
years it may be, but not necessarily 
is, indicative of a depletion of the 
main profitable ore bodies. The Old 
Dominion Mine in the some locality 
was purchased in 1940 but while 
there may be some ore on this prop- 
erty its prime advantage of the com- 
pany was in obtaining a sufficient 
water supply for current operations. 

There is no funded debt for this 
marginal producer of copper and no 
preferred stock. Common stock is 
represented by 747,116 shares of $5 
par stock. Dividend distributions in 
recent years have not been large; in 
fact, only three have been paid since 
1930, namely, 15 cents in 1937, 20 
cents in March, 1940, and 25 cents 
in November, 1940. 

At this time we recommend the 
retention of this stock although only 
for those willing to assume the in- 


herent risks. Substantial market ap- 
preciation does not appear to be a 
probability although of course it is 
a possibility. The same is true for 
dividend prospects over the near 
term. Of course with the increasing 
consumption of copper in our re- 
armament program it is possible that 
with the large inventories in the 
metal that profits of a substantial 
size could be garnered, thereby in- 
creasing the possibility of favorable 
dividend distribution over the near 
term. 


American Can Co. 


Can you kindly favor me with your security 
analyst’s evaluation of the income and ap- 
preciation outlook for American Can now? 
I have 50 shares of AC acquired at 9454. 
It comes as a disappointment to me that 
American Can’s earnings have fallen under 
the $6 per share estimate. Are taxes primarily 
responsible? I thought the company’s prog- 
ress in new lines and earnings from its normal 
channels would more than offset any unfavor- 
able tax impediments. What is the first quar- 
ter possibilities from packers’ can sales, gen- 
eral line cans? Are heavy sales increases 
resulting from activity in the oil, paint and 
chemical industries? How has the favorable 
Chicago court ruling affected sales of paper 
milk containers in the Chicago area? Is 
American Can protected against higher tin 
costs in 1941? What is the relation of pro- 
duction costs in general to profit margins? 
IIlas American Can, as reputed, begun to 
adapt its plants for arms production? Have 
any arms orders been received—for what 
kinds of products? I will value your informa- 
tion on all of the above and advice.—Dr. 
0. J. H. Mc., Portland, Oregon. 


In 1940, American Can Co., the 
largest producer of domestic cans, 
earned $5.88 per common share as 
compared with $6.22 for the year 
1939. Producing some 50 percent 
of the cans used in domestic trade, 
which amounts to about double the 
volume of its closest competitor, the 
company paid in the neighborhood 
of $1,000,000 a month in taxes dur- 
ing the year. This tax burden is 
equivalent to approximately 68 per- 
cent of the amount of earnings avail- 
able to stockholders after other 
charges. In 1939 taxes were about 
$8,500,000 or equivalent to about 
47 percent of the amount available 
to stockholders. Sales during the 
year of $197,515,224 established a 
new record and an increase of ap- 
proximately 4.3 percent over the 
previous peak in 1939. Net income 
before Federal taxes was less, on a 
percentage basis, and is attributed 
to higher labor costs. Subsequent to 
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1934 prices of products manufac- , 
tured were reduced and the margin 
of profit declined while the increas- 
ing tax burden and higher labor costs 
contributed substantially to the 
poorer showing for the year 1940. 

In the annual report the president 
stated: “General conditions in the 
canned food market would indicate 
a satisfactory volume of business in 
packers’ canned sales during the 
year 1941. We anticipate a steady 
volume of general line business.” It 
was also brought out that the gain 
in sales during the past year on a 
percentage basis was approximately 
equal in the packaged can and gen- 
eral line while sales of beer cans and 
output of fiber milk containers 
showed favorable gains over the 
previous year. On the basis of an 
anticipated increase in national in- 
come of approximately 10 to 12 per- 
cent during the year 1941 it is be- 
lieved that container companies will 
garner substantial benefits from this 
increased and more widely diffused 
income. 

The favorable ruling which was 
recently handed down in the Chi- 
cago milk case pertaining to the use 
of paper containers for milk would 
appear to be beneficial to American 
Can and other companies operating 
in the field. At that time the paper 
container manufacturers contended 
that if they were permitted to sup- 


Let’s Look At An 
X-RAY PICTURE 




















ply paper containers for milk that 


they would be able to secure ap- | 


proximately 25 percent of the busi- 
ness in that area. 

The question of arms production 
and those products allied with the 
war program is one more of neces- 
sity than ability. If the time comes 
when it is imperative that companies 
in our country adapt their plants 
and equipment to the production of 
war materials the vast majority of 
them would be able to in some way 
or another produce, manufacture and 
supply strategic materials or equip- 
ment used in the war industry. At 
this time, however, we have not 
found that American Can is engaged 
in arms manufacture except through 
the supplying of cans to manufac- 
turers who in turn supply various 
products to the Government. 

At this time we would not be 
alarmed at the slight decline in the 
earnings of this company for we feel 
that while taxes may curtail and 
perhaps cause a slight recession in 
earnings over the near-term the com- 
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¢ This ts an x-ray picture. It 
isn’t half as exciting as the pictures 
you see at the movies or those you 
make yourself. But for sheer impor- 
tance, x-ray pictures top them all. 


¢ The design and manufacture 
of the equipment that makes these 
x-ray pictures is one of the most in- 
teresting and exacting branches of 
our business. One of the reasons is 
its variety, for today, both industry 
and the medical profession make 
many uses of x-rays. Most equipment 
must be specially engineered. With 
the exception of a few models, it’s 
the kind of business that can’t be 
catalogued. 


¢ Here are some of the ways that 
x-rays serve today. Armor plate may 
look flawless on the surface, but still 
have treacherous, weak spots inside. 
So, x-rays are flashed through inches 
of steel, because in the Navy Yards 
they refuse to guess on the tough- 
ness of a battleship’s hide. 


¢ In the foundry, x-rays are used 
to inspect castings. Welds on pres- 
sure vessels that must hold hun- 
dreds of pounds of live steam are 


checked with x-rays. Scientists in 
the laboratory look inside of bugs 
and plants and textiles with x-rays. 
Museums x-ray doubtful portraits 
to see if there’s another sketch be- 
neath the “old master.” 


¢ But, much more important 
than any of these, is the day-by-day 
job of x-rays in preserving health 
and curing disease. The army makes 
x-ray pictures of chests of the men 
it calls into service. Health authori- 
ties send traveling x-ray equipment, 
even into the remotest districts, to 
examine school children. 


¢ In many of the country’s great 
industries everybody—from the 
president to the apprentice—is 
x-rayed to make sure that he is physi- 
cally fit for his job. 


¢ You'll find it an interesting 
experience to talk to a roentgenolo- 
gist—a physician who specializes in 
this fascinating branch of medicine. 
Ask him to let you look at a radio- 
graph—an x-ray picture. It may seem 
just a blur of grays and whites and 
blacks. But he can read those strange 
shadows cast by invisible light on a 
photographic film and show you 
how they make it possible to recog- 
nize tuberculosis and many other 
diseases early enough for treatment 
to be really effective. And he’ll ex- 
plain to you how those same x-rays 
can often cure cancer that once 
would have been declared hopeless. 


e X-rays serve an almost unbe- 
lievable variety of purposes. So it is 
only to be expected that at our Long 
Island City, N. Y. plant, where x-ray 
apparatus is built, you will find a 
surprising variety of equipment. We 
at Westinghouse enjoy working in 
this field, because its many problems 
offer a constant challenge to re- 
search and engineering. 


More than likely there’s a Westinghouse X-Ray Office in your city, or very nears 
by. You'll find it listed in the classified section of the telephone directory. If 
these men can be of service to you, feelfree to call upon them any time. Head- 
quarters address is: Westinghouse X-Ray Division, Long Island City, NewYork. 
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pany with total current assets of 
approximately $82,000,000 against 
current liabilities of $23,500,000 is 
not one to be afraid of. American 
Can over a period of years has been 
considered of prime investment cali- 
bre and we see no reason to change 
that rating at this time. 





As I See It! 





(Continued from page 631) 


preparedness challenged Italian 
“bluff.” Finland was Stalin’s Water- 
loo. Hitler forged ahead so long as 
le was close to his base and backed 
up his threats with action. And his 
success today was made possible only 
by Stalin’s acquiescence. 

Actually the Nazi situation has 
changed for the worse since last July. 
Zero after zero hour have come and 
gone. Today England is prepared, 
Italy is through, southern Europe is 
wide open—the British have gained 
a foothold in Greece and are now on 
their way to controlling the African 
continent. Still the Balkans do not 
seem to be able to shake off their 
fear of Hitler. The “Quislings” are 
legion! 

Yet it must be apparent that the 
Nazis are caught in a trap. They 
must either break through into the 
Atlantic or the Mediterranean—and 
the British, with any real support, 
can hold them fast especially if we 
back them up with our full strength. 

The War of Nerves is at its peak. 
It has already claimed Bulgaria— 
Yugoslavia is wavering—Turkey is 
jittery. 

This is the time for the United 
States to act—remembering the bril- 
liance of British generalship in 
Africa, the fearlessness of the Royal 
Air Force—British gallantry at 
Dunkerque—her stamina and_ in- 
genuity in the defense of the British 
Isles! 

As a great people we cannot be 
frightened by Adolph Hitler—or be 
bluffed by him as the small nations 
are. 

We are a well informed people— 
we know the Nazi position is critical 
--that the current moves in the 
Balkans are the result of a detour 
Hitler was obliged to make because 
of Britain’s increasing power in the 
Mediterranean — the ebbing of 
Italian strength, which made the 
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Nazis vulnerable from Italy to Ru- 
mania, obliging the diversion of 
troops and munitions to a wide front 
on the south where a short one had 
originally been expected. 

Moreover, Germany is now spread 
pretty thin. The greater portion of 
her troops are in the field which calls 
for vast quantities of foodstuffs and 
military supplies in addition to an 
adequate oil reserve for her planes 
and mechanized equipment. The 
drain must be enormous and greatly 
multiplied by the disrupted com- 
munications and transportation all 
over Europe. 

Less than ever can she afford war 
in the Balkans. At the moment the 
roads are barely passable and for 
weeks to come the Danube will be 
too swollen for the transportation 
of a continuous flow of men and 
munitions. 

It would seem that the psycho- 
logical moment has come for Britain 
to take the offensive as a defense 
measure. I do not know whether 
she can do so without our support 
which should be forthcoming with- 
out quibbling. We cannot possibly 
do otherwise—that is, if we wish to 
retain our free institutions; if we 
wish to prevent the terrors of a civil 
war which will bring the disorganiza- 
tion, the starvation and the deten- 
tion camps of Hitler’s Europe to our 
shores. 





The Future of Business 
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maintained to support employment 
and business activity until the 
cushion of public works and _in- 
creased relief spending was ready to 
begin taking up the slack. 

Yet it is probable that even at the 
peak of the defense program, dollar 
volume of civilian goods production 
will substantially exceed dollar vol- 
ume of actual armaments being pro- 
duced. For that reason the status of 
business inventories and the psy- 
chology of business men upon ter- 
mination of the war cannot be dis- 
missed as factors influencing the 
early post-war business trend. 

Unless at that time Government 
policies and actions can maintain an 
“inflationary” state of mind among 
business men, doubt and caution will 
very likely result in a slump in new 


orders placed and in a tendency to 
work down inventories. Given that 
state of mind, the best we could ex- 
pect would be a substantial inter- 
mediate reaction in business; the 
worst, a relatively short inventory 
depression such as those of 1920- 
1921 and 1937-1938. To prevent 
either will be a large order for our 
Washington planners. 





Happening in Washington 





(Continued from page 639) 


Congress may hasten this happy day 
by drastically cutting down non- 
defense government spending, though 
it has not yet shown a very strong 
disposition to do so. 

The chances are that the $65 bil- 
lion debt limit will be reached before 
income equals outgo. Then, of course, 
Congress will again raise the limit, 
but only a little, and with fear and 
trembling. This will multiply the 
present dangers, but if it then ap- 
pears that we can get through the 
defense effort without much addi- 
tional deficit financing, and if infla- 
tion controls have operated well in 
the meantime, the nation can stand 
the debt. 





The Investment Clinic 





(Continued from page 651) 


a desirable substitute for those com- 
mon stocks with dividends likely to 
be placed in a vulnerable position 
by higher taxes. 

Consolidation Coal sinking fund 
5's 1960, recently quoted at 77 to 
yield a current return of nearly 
6.50%, are worthy of consideration 
as an industrial bond speculation. 
Consolidation Coal is one of the four 
leading companies in the bituminous 
coal industry. Annual capacity is 
rated at about 12,000,000 tons and 
reserves are practically unlimited. 
In 1932 the company was placed in 
receivership and _ reorganized in 
1935. Reorganization effected a 
drastic reduction in capitalization. 
Nevertheless adverse conditions in 
the bituminous coal industry pre- 
vented the company from showing 
a profit in more than a single year, 
1937, during the period 1936-39. 
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During that time, however, working 
capital was only mildly depleted, 
while funded debt and notes were re- 
duced nearly $3,000,000. At the end 
of 1939, total debt exceeded net 
working capital by only a little more 
than $1,000,000. Aided by a sub- 
stantially increased demand, to 
which the defense program has 
given considerable impetus, Con- 
solidation Coal in the first nine 
months of 1940 reported a profit of 
$91,399. Prospects over the coming 
months favor well sustained volume 
foreshadowing a further gain in the 
company’s earning power and _ in- 
terest coverage. Moreover the com- 
pany’s strong working capital offers 
further reassurance. Although reg- 
ular interest is now being paid on the 
bonds, accrued interest amounts to 
614%. With another good year, con- 
ceivably the company may take 
steps to liquidate this item. 





F. W. Woolworth 
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any one year. The same experience 
has shown that any subnormal year 
will very probably be followed by a 
normal one and thus equalize the 
distribution. 

On the above basis it is not likely 
that there will be any downward re- 
vision in the dividend rate unless 
the company fails to cover the pay- 
ments by substantial margins in sev- 
eral consecutive years. Last year, 
earnings of $2.48 a share were ade- 
quate to cover the dividend rate and 
this was in the face of a heavy tax 
schedule and high foreign exchange 
losses. 

When the present uncertainties 
have been clarified it is entirely prob- 
able that Woolworth shares will re- 
gain some of their recent losses even 
if failing to regain their 1937 highs 
of better than 70. Woolworth shares 
may lack speculative appeal—for it 
must be admitted that there is no 
longer the opportunity for dynamic 
growth which existed 20 years ago 
—but a reviving stock market will 
almost certainly see higher prices 
for Woolworth shares ultimately and 
in the interim even half of the pres- 
ent dividend rate would afford a re- 
turn on the investment at current 
prices well above what can be had 
on high grade bonds. 
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American Airlines 
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relief be forthcoming, present calcu- 
lations indicate that American Air- 
lines would have to earn more than 
$11 a share before being subject to 
such taxes. 

The company’s full earning power 
did not become apparent until 1938 
in which year the first sizable profit 
of the post-depression era was re- 
ported. Even then, the profit was 
equal to but 74 cents a share and 
was quickly overshadowed in 
1939 when earnings of $4.84 a 
share wére reported. Earnings for 
1940—after deduction of higher in- 
come taxes—are believed to have 
been substantially better than those 
of 1939 based upon the fact that 
in the first 10 months of last year 
earnings had already passed the 
total 19389 mark. The outlook for 
1941 is one of even better earnings 
although the net per share will prob- 
ably not show such sharp increases 
due to the recent issue of preferred 
stock and the probable issuance of 
considerably more common stock to 
convert the $2,500,000 bond issue 
which matures in July, next. 

The company issued 50,000 shares 
of $4.25 dividend preferred stock 
last year for the stated purpose of 
retiring then outstanding install- 
ment notes in the amount of $2,250,- 
000 given in payment for airplanes 
purchased and to provide additional 
funds to finance later purchases of 
equipment. At the time the issue 
was offered, nothing was said of 
plans to refinance the previously- 
mentioned maturing bonds, although 
it is presumed that these bonds— 
which are a call upon common stock 
at $12.50 a share—will all be con- 
verted into common stock prior to 
their maturity as long as the mar- 
ket price for the common continues 
well above conversion levels. For 
this purpose, 200,026 shares of com- 
mon stock have been reserved as 
are 13,196 shares on option to offi- 
cers and employees. When the de- 
bentures are out of the way the capi- 
tal structure will consist of approxi- 
mately 50,000 shares of preferred 
stock—convertible into common 
stock at $70 a share—and 575,000 
shares of common. The total author- 
ized common is 1.000.000 shares. 














UNION CARBIDE 

AND CARBON 

CORPORATION 
UCC) 


A cash dividend of Seventy-five cents 
(75¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable April 1, 1941, 
to stockholders of record at the close 
of business March 7, 1941. 


ROBERT W. WHITE. Treasurer 











THE TEXAS CORPORATION 


vs 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares 
of The Texas Corporation has been de- 
clared this day, payable on April 1, 1941, 
to stockholders of record as shown by 
the books of the corporation at the close 
of business on March 7, 1941. The 
stock transfer books will remain open. 


L. H. LINDEMAN 
Treasurer 








154th Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 








Pebruary 20, 1941 








Allied Chemical & Dye Corporation 
61 Broadway, New York 


February 25, 1941 
Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 80 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable March 20, 1941, to 
common stockholders of record at the 
close of business March 7, 1941. 


W. C. KING, Secretary 








THE ELECTRIC STORAGE BATTERY CO. 


The Directors have declared 
from the Accumulated Sur- 
plus of the Company a divi- 
dend of Fifty Cents ($.50) 
r share on the Common 
Stock and the Preferred Stock, payable 
March 31, 1941, to stockholders of record 
of both of these classes of stock at the close 
of business on March 10, 1941. Checks will 
be mailed. 
H. C. ALLAN, Secretary and Treasurer. 
Philadelphia, February 21, 1941. 


BATTERIES 











ANACONDA COPPER MINING CO. 
25 Broadway 
New_York, N. Y., February 27, 1941. 
DIVIDEND NO. 131 

The Board of Directors of the Anaconda Cop- 
per_ Mining Company has declared a dividend 
of Fifty Cents (50c) per share upon its Capital 
Stock of the par value of $50 per share, pay- 
able March 24, 1941, to holders of such shares 
of record at the close of business at 3 o’clock 

P. M., on March 11, 1941. 
JAS. JACKSON, Secretary & Treasurer 


NATIONAL DAIRY PRODUCTS 
CORPORATION 
A dividend of 20¢ per share on the Common stock 
has been declared, payable April 1, 1941, to 
holders of record February 28, 1941. 
GEORGE H. RUTHERFORD 
February 20, 1941 Treasurer 





THE BELL TELEPHONE CO. OF CANADA 
Notice of Dividend 


of Two Dollars 
payable on the 


per share has 
15th day of 


A dividend 
been declared 


April, 1941 to shareholders of record at the 
close of business on the 22nd of March, 1941. 
F. G. Webber, 
Secretary. 
Montreal, February 26, 1941 
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There will be a number of small 
adverse developments in the nearer 
term which may cast some doubt as 
to the future of the air transport 
industry in general and American 
Airlines in particular. These will 
include the possible calling of experi- 
enced pilots for military duty, and 
perhaps some restrictions on flights, 
routes and other things due to war 
conditions. It is probable that the 
company and the industry will over- 
come these obstacles in due time and 
continue their interrupted gains 
when things again settle down. 

American Airlines shares have had 
a strong rise in the past several 
years, but recently have been sharply 
scaled down. The _ uncertainties 
cited above are probably responsible 
for most of the decline. Over the 
longer term, it is probable that the 
more favorable prospects will be 
realized with a consequent restora- 
tion of previous valuations. The 
situation is unquestionably a specula- 
tive one but it would appear that the 
favorable underlying factors are not 
discounted by present prices. 





What Latest Trends Reveal 
for 1941 Earnings Prospects 





(Continued from page 645) 


taxes 41/3 times as high as in 1939, 
profits again set a new record and 
were equal to $4.25 a share on the 
capital stock, comparing with $3.84 
a share in 1939. Profits of Clark 
Equipment rose from $4.43 a share 
in 1939 to $5.91 last year, an in- 
crease of nearly 34 per cent. Earn- 
ings of Campbell, Wyant & Cannon 
were up nearly 84 per cent to $1.71 
a share, against 93 cents the previ- 
ous year. Practically all of these 
companies are participating either 
directly or indirectly in the defense 
program and promise to maintain a 
strong earnings position over the 
coming months. 

In fact only a casual glance at the 
list of companies which reported the 
most conspicuous earnings gains last 
year will suffice to establish the fact 
that the defense program played a 
large part in making these gains 
possible. This is true not only in the 
case of industrial companies, but in 
the case of the railroads included in 
the list, as well as a public utility 
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company such as Detroit Edison. 
The salient feature of these compa- 
nies, however, is not the extent to 
which they benefited through the 
defense program, but the fact that 
many of them were able to record 
sizable gains despite the heavy toll 
levied against earnings by higher 
corporate and excess profits taxes. 

National Acme, manufacturing 
machine tools, reported net equal to 
$4.40 a share of capital stock, com- 
paring with $1.16 a share in 1939. 
Yet last year the company paid 
federal corporate and excess profits 
taxes totaling $2,199,148, or the 
equivalent of $3.11 a share. In 1939 
the company’s taxes were less than 
110,000. Sundstrand Machine Tool 
reported an operating profit last 
year of $2,085,606, which was re- 
duced by taxes of $1,131,843 to 
$953,763. However, with only 125.,- 
419 shares of stock outstanding the 
company was still able to show per- 
share earnings of $7.60 compared 
with $2.42 a share in 1939. Obvi- 
ously the stockholders of these com- 
panies fared very well by contrast 
with many others. It is also to be 
noted that in making the showing 
which they did these companies, as 
well as others, were favored by hav- 
ing a modest capitalization. This 
same condition will continue effec- 
tive this year. 

Of those companies which re- 
corded good earnings gains last year, 
but which were more or less removed 
from the more direct effects of de- 
fense, several are worthy of com- 
ment. Marshall Field, reflecting the 
effects of an internal revamping 
which the company has been under- 
going in recent years, increased pro- 
fit margins from 7.4 per cent to 9.07 
per cent. Sales were up nearly $6,- 
000,000. Taxes increased $700,000 
but net available for the common 
stock, after preferred dividends, was 
equal to $2.47 a share compared with 
$1.92 in 1939. This was a better 
percentage of gain than that regis- 
tered by many retail organizations. 
General Baking, with common stock 
carnings up 51 per cent, made a bet- 
ter showing than the baking indus- 
try as a whole. Union Bag & Paper, 
favored by increased demand and a 
better price structure, recorded a 
gain of nearly 120 per cent in per- 
share earnings. Ruberoid, doing 
somewhat better than the building 
materials manufacturers, showed a 
gain of about 32 per cent in net. 


As a study in contrasts that be- 
tween the showing of Douglas Air- 
craft and Glenn L. Martin is par- 
ticularly interesting. Douglas Air- 
craft’s sales and earnings last year 
were the largest in the company’s 
history. Deliveries for the fiscal 
period ended Nov. 30, 1940, totaled 
$60,970,744, while net of $10,831,971 
was equal to $18.05 a share, compar- 
ing with $2,884,197 and $4.81 respec- 
tively in 1939. The company, be- 
cause its fiscal year ended before 
December 31, was not subject to ex- 
cess profits taxes last year. As of 
Nov. 30, last the company’s backlog 
of unfilled orders totaled $349,000,- 
000. Earnings of Glenn L. Martin, 
on the other hand, recorded only a 
comparatively modest gain last year, 
up from $3.75 a share to $3.92. The 
company’s sales, totaling about half 
of Douglas’ volume, were up $6,500,- 
000, but unlike Douglas, Glenn L. 
Martin was subject to excess profits 
taxes last year. Moreover, the latter 
company started the current year 
with unfilled orders slightly in ex- 
cess of Douglas, and with letters of 
intention which, when the actual 
contracts are signed, will bring the 
total up to $482,000,000. Therefore, 
the chances are that this year the 
contrast between the earnings of 
these two companies will be much 
less marked than it was in 1940. 

In the accompanying lists of those 
companies which either showed no 
significant gain in 1940 earnings, or 
which reported earnings markedly 
under 1939, it is to be noted that 
many of these companies are identi- 
fied with consumer goods industries, 
including the public utilities. The 
power and light companies last year 
counted themselves fortunate if 
earnings held their own with 1939, 
with somewhat lower earnings the 
order of the day. Detroit Edison, 
favored by a substantially increased 
industrial and commercial load un- 
der the impetus of the booming 
automobile industry, was an excep- 
tion to the general trend in the 
utility industry. Some companies 
showed earnings which indicated 
that recent dividend rates might be 
subject to early downward adjust- 
ment. Indeed, one company Public 
Service Corp. of New Jersey, has 
already lowered its quarterly divi- 
dend from 60 cents to 55 cents. 
Similar action may be forced on 
other companies over the coming 
months. Fixed rates, higher taxes, 
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minor part of the company’s busi- 
ness, such leading enterprises as 
du Pont, Dow Chemical, Union Car- 
bide, Monsanto and American Cy- 
anamid present attraction. For in- 
dividuals more speculatively minded, 
“venture capital” may be placed to 
apparent advantage in such 100% 
plastics manufacturers as Durez 
Plastics and Chemicals, Richardson 
Co. and Continental Diamond Fibre. 
In any event, supervision of any 
stake in this rapidly-growing and 
changing industry will constantly be 
necessary for its very nature of con- 
stant new discoveries is such that 
displacements by products within 
the industry could be quite ex- 
tensive. 
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through the conversion chamber, 
being regenerated constantly as the 
process continues. This would per- 
mit the production of nearly five 
times as much motor fuel in a given 
period of time and with the same 
amount of heat and labor. The ef- 
fect upon the cost price of such a 
fuel is obvious. 

Straight line products continue to 
be the most important for the near 
term and the outlook for gasoline 
and oil sales is better than ever be- 
fore. In the first place, consumer 
buying power being on the increase 
makes it probable that gasoline con- 
sumption in 1941 will again set a 
new high record. The unprecedented 
number of motor vehicles of all kinds 
now on the road, to which will soon 
be added a record number of new 
passenger cars and trucks, all tend 
to confirm the Bureau of Mines’ esti- 
mates that 1941 gasoline consump- 
tion will be better than 8 per cent 
higher than a year ago. 


Gasoline stocks on hand at the 
present time are showing an encour- 
aging trend downward as compared 
with last year. The latest report 
indicates that approximately 95,- 
800,000 barrels of motor fuel were 
in transit or in storage on Feb- 
ruary 22 or about 1,400,000 barrels 
less than a year ago. Seasonal in- 
fluences are causing periodic changes 
in motor fuel stocks but due to an 
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unusually high rate of winter gaso- 
line consumption and a smaller than 
anticipated demand for heating oils, 
it is probable that the petroleum in- 
dustry will go into the spring season 
with less than 100,000,000 barrels of 
gasoline on hand as compared with 
nearly 10 per cent more than that 
amount at the beginning of the 1940 
heavy consumption season. 

Last year, the effects of record 
demand for gasoline were offset by 
an unstable price structure which 
sharply curtailed profits in many 
sections of the country. Since last 
fall prices have firmed moderately 
in some localities and operating costs 
have at least remained stable. There 
is no “distress” gasoline in sight 
which might tend to upset price 
schedules and there is not likely to 
be any strong outflow of such gaso- 
line in the nearer term due to the 
fact that motor fuel held so long 
need wait only a relatively few weeks 
before consumer demand will pre- 
clude the necessity of selling at a 
sacrifice. The probabilities are for 
moderately higher prices from here 
on if only in keeping with the normal 
seasonal trend. 

Fuel or burning oil stores are 
heavy but not so much so that any 
sellers’ panic is likely to develop on 
that score. Stocks on hand are 
ample “to take care of any demand 
that may arise without the neces- 
sity of making additional, and as yet 
unwanted, gasoline. New technology 
also permits the manufacture of con- 
siderably more gasoline, to meet 
heavy summer demands for mo- 
tor fuel without the necessity of 
manufacturing large quantities of 
burning oils. And, should stores of 
fuel oil show signs of becoming bur- 
densome, the Houdry process, for in- 
stance, would make it possible to 
convert substantial volumes of fuel 
oil into high octane rating gasoline. 

From a stock-market standpoint, 
there are many potentialities which 
may continue to restrict oil stock 
prices even though the technical and 
financial prospects are better. There 
is the recurrent drive to control the 
industry’s activities by the Federal 
Government, the possibility that 
gasoline taxes will be raised higher 
despite the fact that in many cases 
taxes niow represent half of the retail 
selling price and also the possibility 
that the actual number of automo- 
biles in operation may ultimately 
decline due to restricted production 


of new automobiles failing to com- 
pensate for the natural obsolescence 
of older models and their retirement 
from service. That any or all of 
these uncertainties should eventuate 
is a matter for conjecture and no 
absolute decision can be arrived at 
now. What should be considered in 
offsetting these adverse potentiali- 
ties is that the petroleum industry 
appears to be only at the beginning 
of its social usefulness, and with the 
largest supply of raw materials in 
the world on hand as well as a tech- 
nology excelled by no other industry 
in this country, the industry will 
probably eventually emerge right 
side up although no man can say 
how long the elapsed time may be. 
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American securities at low prices. 
There is some talk of a plan to turn 
over such holdings to the Govern- 
ment as collateral for war materials. 
In that case they would still hang 
over the market but as getting cash 
is the least of the New Deal’s wor- 


‘ries and as it would like to see more 


confident security markets, the stuff 
would not be sold any time soon. 
Application of the plan, however, is 
very doubtful. There is growing 
thought at Washington that strip- 
ping Britain of income-producing 
investment would contribute just 
that much more to post-war mal- 
adjustments. Either way, traders 
are writing off this market factor. 
Too bad it is not the market’s only 
worry. 


Tax Savings 


Remedial changes in last year’s 
excess profits tax legislation, now on 
the way through apparently certain 
Congressional action, will save nu- 
merous companies substantial sums 
in taxes due on 1940 profits. Some 
estimated savings per share follow: 
Philip Morris, $1.10; Dow Chemical, 
81 cents; Cluett. Peabody, 80 cents; 
United Aircraft, 75 cents; Bayuk 
Cigar, 60 cents; Procter & Gamble, 
50 cents; Sperry, 42 cents; Mont- 
gomery Ward, 32 cents; and Electric 
Boat, 27 cents. This would mean 
more if another stiff boost in Federal 
taxes were not in the early offing. 
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